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Many new B&W boilers are 
under construction and on 
order to supply steam 
requirements for several 
million kilowatts of new 
generating capacity. 
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Keeping pace with the electric companies’ 
far-sighted expansion program, The Bab- 
cock & Wilcox Company is completing this 
year a multi-million-dollar increase in facili- 
ties for the manufacture of steam generating 
equipment. 

Two new plants are already in production 
at Wilmington, N. C. and West Point, Miss. 
A third one is being built at Paris, Texas. 
Thousands of additional employees have 
been trained to man these new plants, and 


to work expanded fabricating facilities at 
five other B&W plants. New machines and 
processes . . . including the world’s largest 
boiler plate press . . . are setting new stand- 
ards of production efficiency and speed. 

B&W’s expansion program parallels the 
electric companies’ long-range planning for 
new generating capacity and reflects B&W’s 
confidence in the future of America’s vital 
power industry. 
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ow that the shouting and tumult of 

the political conventions are re- 
ceding from our disturbed memories, we 
can look forward during the rest of the 
hot summer to a sizzling red political 
campaign. Republicans and Democrats, 
having practiced up on cutting each oth- 
er’s throats, appear to be in good form 
for the grand finale when the donkey 
tangles with the elephant. 


Jupcinc by the spirited applause 
given to the keynote orations, both sides 
are anxious for the preordained quad- 
rennial Armageddon. People who were 
wondering, just two or three weeks ago, 
whether preconvention bitterness would 
ever be healed need worry no longer. It 
is in the best tradition of American 
politics that family squabbles are gen- 
erally but warm-up contests for the main 
event. 


Anp if some of the fanfare and 
pageantry of our antiquated convention 
system seems rather a high price to pay 
for the intermediate process of merely 
picking candidates, a moment’s reflection 
should make it clear that even these ex- 
cesses of infighting, are symptoms of an 
honestly democratic arena. If our po- 








J. E. CORETTE 


July 31, 1952 





Figs with the Editeco— 


litical system was loaded, if everything 
were cut and dried, nobody would get 
very excited over the conventions at all. 
In fact, they would not get very excited 
over the election which would be a fore- 
gone conclusion. 


| pppoe across the border to our good 
neighbor to the South, we could 
have seen such an election on Sunday, 
July 6th. Nobody was much surprised 
when Senor Ruiz Cortines was declared 
elected before even a comparative hand- 
ful of the votes had been counted. Ever 
since the days of President Obregon, 
Mexico has had a de facto one-party sys- 
tem. This is not to say that the Mexican 
government is a dictatorship. There are 
other parties and they are permitted to 
function. But the dominance of the so- 
called Revolutionary party in Mexico 
has become so great as to constitute a 
virtual political monopoly. But what has 
happened in Mexico could conceivably 
happen in the United States. 


THE ultimate danger of a one-party 
system on a national scale (we have had 
a one-party system in the South for many 
years) is apparent. While opposition 
may be tolerated in the beginning, 
eventually, especially under pressure of 
emergency or economic crises, the 
temptation to suppress opposition in- 
creases. From that point to a position 
of totalitarianism is not such a far step. 
And so, we have reason to be thankful 
here in the United States that there is 
plenty of life in both the old parties. So 
much so that they feel they can afford the 
luxury of fighting among themselves. 


THANKS to President Truman the 
electric utilities primarily, and perhaps 
other utilities by proximity, will find 
themselves very much in the election 
limelight if the Democrats have their 
way. Of course, the Democrats may not 
get their way, in view of General Eisen- 
hower’s determination to keep the cam- 
paign centered largely on other issues. 
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ave financial experts enough information 
to analyze your Company correctly? 
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fore- Hence, almost all utility companies do a 
fine job of keeping analysts informed of 
their operations. 
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could When furnishing such information, it is 

nday, highly advisable to know exactly what is 

= wanted and how to present it. And that’s 
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and the purpose of the Irving's new series of 

Ever Public Utility Bulletins . . . to help you in 

“gon, your constructive program of keeping the 

Sse financial analyst informed. 
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8 PAGES WITH THE EDITORS (Continued) 


wae Roosevelt had a good deal 
of success with the so-called power 
issue. But in the light of many other na- 
tional problems involving billions of dol- 
lars, undue emphasis on the role of elec- 
tric power—important though it may be 
—may strike the voters as a little too 
obvious exercise in the “look-over-here” 
technique of stage magicians. 


REGARDLESS of who wins the election 
in November, it is hard to imagine that 
the future of the electric power com- 
panies is going to be decided entirely as 
an accidental by-product of a single po- 
litical campaign. Instead it is more rea- 
sonable to assume the future of the elec- 
tric companies over the long range lies 
in their own hands. We have in this is- 
sue an article by a young official of a 
western utility company, which gives the 
reasons for believing that not only is 
there a future for the private power 
companies, but that it is something 
gloriously inevitable if the industry will 
keep its own faith with the American 


people. 
THISs article (beginning on page 143) 


by J. E. Coretre, now president as well 
as general manager of The Montana 
Power Company, is in substance the writ- 
ten version of an inspiring talk which 
Mr. CoreETTE gave before the twentieth 
annual convention of the Edison Electric 
Institute on June 4th. It was prepared 
in article form for the FoRTNIGHTLY. 


Mr. CoreEtTE was born in Butte, Mon- 
tana, in 1908 ; attended Butte high school 
and the Montana State University. He 
graduated from the University of Vir- 
ginia (LLB, ’30) and practiced law in 
Missoula, Montana, until 1934; but he 
has been associated with Montana Pow- 
er Company since 1930. After practicing 
law in Butte with his own firm (1934 to 
1944), Mr. CoretTe became vice presi- 
dent and assistant general manager of 
The Montana Power Company in 1944 
and director in 1948. It was just this 
month that he became president and gen- 
eral manager at forty-four years of age. 
He has been active in the affairs of the 
National Association of Electric Com- 
panies and with affiliated natural gas in- 
terests in the Montana area. 
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HOWARD J. CARSWELL 


pm of the future, we have two 
articles in this issue dealing with im- 
portant developments in the life of two 
great utility industries which are just 
around the corner. Both of these articles 
deal with new technical discoveries 
which are already in existence and have 
actually been tested for performance. 
But both are awaiting full-scale produc- 
tion and widespread industrial applica- 
tion. 


THE article on the tiny transistor, the 
“miracle mite” of the communications 
business, which opens this issue, comes 
to us from Howarp J. CARSWELL, now 
on the staff of the Guaranty Trust Com- 
pany of New York. Mr. Carswe.i 
first contributed to this magazine when 
he was a public relations executive of 
the Bituminous Coal Institute—a divi- 
sion of the National Coal Association of 
Washington, D. C. He is a native of 
Kansas and an engineering graduate of 
Purdue University. Mr. CarRsweELt has 
devoted some years to newspaper writ- 
ing, including World War II service as 
an Army Major with Yank, the Army 
weekly. 


THE next number of this magazine 
will be out August 14th. 
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the Remington Rand 


PRINTING CALCULATOR 








handles it ALL! 











\{ Every step, from planning and 
producing to the final statement, calls 
for lots of figurework—and you handle 
all your figurework with new ease, new 
speed and new accuracy when you use 
the Printing Calculator. You save money 
too, because this one machine does 
everything—it gives you real double- 
duty, balanced performance. 

Short-cut multiplication and 
automatic division are combined with 
lightning-fast addition and subtraction. 
No need to re-run problems either, be- 
cause you get “first time proof” of figure 
accuracy, printed on the tape. The 10- 
key keyboard with automatic column 
selection is your assurance of faster, 
easier touch method operation. 

Send for complete details today. 
See how the Printing Calculator can pro- 
duce more for you—at a lower cost too! 





Business Machines and Supplies Division 


Room 2178,315 Fourth Avenue, New York 10, N. Y. 
Please send complete details on how the Printing 


Calculator can save time and money for us. 
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Coming IN THE NEXT ISSUE 


* 


A REGULATORY VIEW OF UTILITY PENSIONS 


Public utility companies were among the earliest business organizations to 
establish systematic pension plans covering all permanent employees. In 
recent years, however, experience and necessary adjustments have cre- 
ated regulatory problems. Proper treatment of pensions as operating 
expenses, past accruals of actuarial liability, and other questions of pen- 
sion administration have come before regulatory cnenian toe consideration. 
The Honorable Spencer B. Eddy has written a valuable and interesting 
analysis of utility pension plans from the standpoint of the regulator. 


INDUSTRIALIZATION AND THE CHEAP POWER MYTH 


The emergence of the government as a force in the manufacture and sale of 
electric power has been an evolutionary process. In the beginning the 
government sold only the rights, then the power from Federal projects. More 
recently the government has gone in for distribution and supplementing its 
own hydro with its own steam plants. Dr. John S. Garwood, associate pro- 
fessor of economics, Fort Hays Kansas State College, shows how the prin- 
cipal ''maximum advantage" eventually will result in complete nationalization 
of electric power. 


FINDING UTILITY MONEY FOR NEW PEOPLE 


The program of Pacific Telephone & Telegraph Company will undoubtedly 
be of interest to all utility men having the responsibility of planning. 
Migration to the coastal states has presented unusual problems. In this 
article, James H. Collins shows how this great telephone company is coping 
with the steady and rapid growth of plant facilities and the demand for 
more service. 


THEY KEEP THEM HAPPY ON THE FARM 


Utilities are not generally or directly responsible for erosion control or land 
conservation. Henry F. Unger, Washington free lance writer, has discovered 
that natural gas pipeline companies have had to go into the problem of soil 
stabilization to maintain their right of ways. Erosion, unchecked, can do 
more damage in terms of dollars to a pipeline and to the farms surrounding 
it. The solution helps the farmer even while it protects the utility investment. 


* 
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A | SO .. « Special financial news, digests, and interpretations of court and com- 





mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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There’s a faster way! 


Going through a lot of motions and hand- 
waving today is not only exhausting, but 
mighty costly. , 


In utility offices... 


We have in mind, specifically, the sensi- 
ble method of compiling bill analyses. 


Instead of acquiring, training and super- 
vising a large clerical force to analyze 
thousands of consumers’ bills, many util- 
ities all over the country simply turn over 
the job to us. 


Our experienced staff, plus our specially 
designed Bill Frequency Analyzer ma- 
chines, can turn out the job for you in 
a few days, and the cost is only a small 
fraction of a cent per item. 


Let us tell you more in detail about this 
accurate and rapid method of obtaining 
apicture of your consumers’ usage situa- 
tion. Write today. 


pS. If you use punched cards for billing, 
we are also equipped to make your analyses 
from them. 


SAVES 50% IN TIME AND MONEY 








This Bill Frequency Analyzer—developed especially for ( 


utility usage data—automatically classifies and adds 


in 300 registers—in one step. 
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RECORDING AND STATISTICAL 
CORPORATION 


100 Sixth Avenue New York 13, N. Y. 
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Baeble CCawke 


“There never was in the world two opinions alike.” 


—MOonrTAIGNE 





“Respect for law is a good thing when the laws and 
lawmakers are worthy of respect.” 


aa 


“Let’s don’t get scared at the word subsidy—it is a part 
of the economic system of this country.” 


* 


“Contempt for property rights has . . . become the con- 
trolling philosophy of those who seek to alter our Amer- 
ican climate of freedom.” 


* 


“In the last analysis, no law will substitute for ethical 
standards applied as a matter of course by individuals 
in their daily conduct of the public business.” 


* 


“The story of free enterprise, must be retold in ringing 
accents—and told over and over again until it’s second 
nature to rebel against proposals to amend it.” 


* 


“. .. Federal agencies, notably the Interior Department, 
are more interested in the development and control of 
hydroelectric power than in flood control. These Federal 
planners are more to blame than anyone else for the flood 
toll of recent years.” 


w 


“The challenge to American business, is clear and all 
important to the future of our country. Can we assume 
a conscious and vigorous leadership based upon the high- 
est principles which should govern human relations? Un- 
less we can, and do, assume this leadership, it will be 
taken over by those who will take us down the road to 
complete statism and inevitable collapse.” 


> 


“The achievement of science, as demonstrated by the 
results of chemical, medical, and industrial research, lead 
to the expectation of future progress unthought of today. 
Man will have the means of happy and full living, or he 
will have the means of virtually complete self-destruction. 
The choice which the world will make between these alter- 
natives lies in human relations. And here again science 
has given us the means by which to influence the choice.” 


12 
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How you can use 
RM-ASA Power Transformers 














Many power transformer applications require 
voltages, impedances, and tap arrangements 
which apparently can be provided only by non- 
standard transformers. Often, you can meet 
these requirements with G-E RM (Repetitive 
Manufacture) transformers which conform to 
the new ASA standards. At the same time, you 
obtain attractive savings in both time and 
money. For example, with RM-ASA Trans- 
formers... 


YOU CAN OPERATE AT NON-STANDARD VOLTAGE: 
One optional feature of RM-ASA transformers 
provides that the high-voltage rating for each 
insulation class above 5 kv can be varied over a 
20% range. This means, also, that by under- 
exciting you can obtain secondary voltages other 
than EEI-NEMA Preferred Voltage ratings. 
There may be some sacrifice in rating, of course— 
but you will get more kva per dollar than with 
a special transformer. 
Example: You have a standard 34.5-kv primary, 
but want a non-standard low voltage of 2300. 
Select an optional RM-ASA rating of 36 to 2.4 
kv. Operate at 34.5 kv. You’ll get your 2300 volts. 
You pay 1% for the optional high voltage. You 
save 8% in base price. You get faster delivery. 


YOU CAN GET ALL TAPS ABOVE 
OR BELOW THE ACTUAL PRIMARY VOLTAGE: 
With RM-ASA transformers, you get two taps 
above and two below the rated primary voltage. 
By selecting an optional primary rating, you 
can get all four taps above (or all below) your 
actual line voltage. 
Example: Your high voltage is 34.4 kv. You 
want all taps below this. By selecting 32.8 kv 
for the primary rating, you get taps at 34.4, 
33.6, 32.0 and 31.2 kv. 

You pay 1% for the optional voltage. You 
save 8% in base price. You get faster delivery. 





where ““specials’’ seem to be required 


...and get several months faster shipment and up to 8% lower price 


YOU CAN PARALLEL TRANSFORMERS 

WITH DIFFERENT IMPEDANCE: 

Impedances of RM-ASA transformers are fixed 
at 5.5% to 7.0%, depending on high voltage. 
While this affects division of load when an 
RM-ASA unit is paralleled with an existing 
transformer, it is not as critical as you might 
think. It seldom results in a serious loss of 
capacity. 


Example: You want to parallel a 34.4-kv RM- 
ASA transformer (impedance, 6%) with an 
existing unit having an impedance of 6.6%. 
Theoretical division of load is about 52%—48%. 
Often actual division will be even better than 
this because of external impedances. At worst, 
you have lost less than 5% in capacity. You have 
saved 8% in cost, gotten faster delivery. 


YOU CAN PARALLEL A-Y WITH Y-A 

While in most ratings, RM-ASA transformers 
are available as A-Y or A-A, a A-Y RM-ASA 
transformer can almost always be paralleled with 
an existing Y-A unit. In fact, there is one ad- 
vantage: You can ground the high side through 
the old unit, the low side through the new RM- 
ASA unit. 


YOU HAVE 20 OPTIONS AVAILABLE: 


These include: optional primary voltages—load- 
ratio-control—bushing current transformers— 
fans or provisions for future fans—junction 
boxes, and many others. RM-ASA power trans- 
formers are available in ratings up to 5000 kva 
single-phase and 10,000 kva three-phase. The 
ratings cover all EEI-NEMA Preferred Voltages 
—high and low—69 kv and below. 

Let us help you apply RM-ASA transformers. 
For additional information, contact your nearest 
G-E representative. General Electric Company, 
Schenectady, N. Y. 401-33E 


GENERAL @@ ELECTRIC 
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REMARKABLE REMARKS—( Continued) 


President, Cities Service Company. 


Financial editor, Daily Oklahoman. 


“Much of our confusion in government arises from the 
steady encroachment of the government in our personal 
lives and our business objectives.” 


* 


“Atomic energy will tend to supplement, rather than 
to supplant, our traditional sources of fuel supply, for at 
least as long as the traditional fuels are available at 
relatively low cost.” 


ia 


“Long-range inflation is part of the problem that free- 
dom-loving countries have to surmount if they are going 
to preserve their freedom in the face of the threat of 
world-wide Communism.” 


* 


“The precept that government is all-knowing—the fixa- 
tion that a group of bureaucrats should decide what is 
best for the people—is foreign to our very traditions. It 
is the harbinger of the socialist state in America.” 


a 


“We must write over and over again the old copybook 
maxims. Honesty is the best policy. There is no substi- 
tute for work. Folly brings its own penalty. Right living 
brings its own reward. The market place is mightier than 
any legislative hall.” 


* 


“For centuries the advance of man has been hampered, 
and in some instances hog-tied, by do-gooders and dema- 
gogues who sought, through ignorance or design, to ob- 
struct the ways of free men and free markets with mone- 
tary and physical controls.” 


* 


“Continued exercise of emergency powers, involving 
wage and price controls, allocation of material, and tre- 
mendous spending operate to expand the power of the 
Federal administration at the expense of the freedom 
of individuals and business enterprise.” 


aa 


“There are many legal prohibitions which prevent busi- 
ness from acting in unison on any issue. That is as it 
should be. But there is nothing that forbids an individual 
union closing down a complete industry or a group of 
unions striking against many industries at the same time.” 


> 


“The power to seize property is the power to destroy, to 
stifle opinion, to abolish freedom of the press, and a long 
step down the road to no freedoms at all. The history 
of our times, in other countries, is eloquent with example 
of the servitude to which peoples are delivered by such 
power.” 
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New Triumph of Science! 





The transistor, employing the semi-conducting element germa- 
nium, is a new tool which is joining the vacuum tube in the team- 
work of electronic devices which serve so significantly in radio, 
telephony, television, computing machines, and in the trend toward 
making office and factory operations more efficient. 


The germanium transistor exemplifies swift progress in the amaz- 


ing science of electronics. New electronic uses are expanding the 
pervasive role of electricity throughout the entire fabric of indus- 
trial civilization. Banking keeps abreast of these ultramodern trends, 
because banking plays just as fundamental a role. 


Guaranty Trust Company has long been active in the financing 


of public utilities. In addition, it acts as registrar and transfer agent 
for public utilities securities, as trustee of bond issues and pension 
trusts, and in related capacities. Please feel welcome to consult our 
Public Utilities Division. 


Total Resources Guar anty Trust Company 


exceed $3,059,000,000 


Capital Funds of New York 140 Broadway, New York 15 
Fifth Ave. at 44th St. Madison Ave.at 60th St. Rockefeller Plaza at 50th St. 
exceed $3 82,000,000 New York 36 New York 21 New York 20 
LONDON PARIS BRUSSELS 
32 Lombard St., E.C. 3 4 Place de la Concorde 27 Avenue des Arts 


Bush House, W.C. 2 
Member Federal Deposit Insurance Corporation 
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SERVING THE PUBLIC AND R 
INDUSTRY 24 HOURS A DAY §*- 
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COLUMBIA 
GAS 
SYSTEM 








The Manufacturers Light and Heat Company 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 

Virginia Gas Transmission Corporation fur 
Big Marsh Oil Company 


Central Kentucky Natural Gas Company 
Binghamton Gas Works | 
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Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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LEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE + SINCE 1862 





Leffel Production Means Finer Performance... 


eH 


at te ' this particular installation two identical Francis type turbines 







The illustrations below show a typical Leffel production job. For 






; were produced. Each has a maximum rating of 28,250 h.p., 
Chan f< under 324 ft. net head, speed 277 r.p.m. 











si 8a 
ae 
tae 










+f | 





Runner and shaft, assembled in the Leffel plant. Sections of cast steel spiral casing en assembly floor. 
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Power-nuuse with wncompleted spillway and earth-filied dam. 


leffel turbines are designed and constructed to give 
maximum power at minimum cost. 90 years of ex- 
perience have demonstrated that long life and re- 
liability are assured in every Leffel hydraulic turbine. Completely accomated turbine anit. 






—. THE JAMES LEFFEL & CO. 


Vp 
w/, DEPARTMENT Pe¢ SPRINGFIELD, OHIO, U.S.A. 














MORE EFFICIENT HYDRAULIC POWER FOR 30 YEARS 
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THINGS ARE HAPPENING 


in Gas Control 


Two-Stage Flame 
Control 
Temperature modulates 
in 2 stages from high 
to low . . . back to 
high, if necessary, 
to maintain steady, 
even heat. Practically 
eliminates “cold 70." 





































Completely Silent 
No annoying operating 
sounds. Minimizes 
flame ignition and 
extinction noises. 
Positive action . . . 
without hums, clicks 
or bangs! 





Single, Compact 
Control 
One-unit installation 
replaces four or five 
controls, with all their 
connections and pipe 
joints. Simple to install; 
easy to service. 











Instantly Convertible 
Basic, manual control, 
with 2 kits available 

for conversion to 
automatic operation 

Quickly convertible for 
thermostatic operation 

~~ in the plant or in 
the field. 






~ 


\ 


Lit 
fast 





[ 
With GASAPACK 


r _-sapaetyetear the 
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Want satisfied gas appliance customers? Make pact control eliminates old-fashioned hookups. ¢ 
sure every gas-heater installation is made with Builds customer good will. Provides completely 
the revolutionary Gasapack. This simple, com- silent, safe, dependable operation. 





o's ee 8 eee eee eee for modern gas heating 
A-P CONTROLS CORPORATION 


(Formerly A i¢ Products Company) 
2470 N. 32nd Street © Milwaukee 45, Wisconsin ¢ In Canada: A-P Controls Corporation Ltd., Cooksville, Ontario 
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Little blocks, say 2’’ x 4”’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson's real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


2424Farmers Bank Building 
Pittsburgh 22, Peaasylvesia 





Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 11%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectural 
expression. 


PITTSBURGH, PA. 


Offices in 50 Principal Cities 
World-Wide Building Service 





es 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














20 Public Utilities Fortnightly July 31, 193uly 3 
A SOUND RATE STRUCTURE 
is the key to adequate earnings = 


INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
METERING 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
MERCHANDISING 

ADVERTISING 

GAS CONVERSIONS 









Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 
Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
20 Pine Street, New York 5, N. Y. 








os 
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ad subsite 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Pine Sheed. New York i MY 
Seki, Michigan Wishinglo, DC 
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Indication of Acceptance 


About one-third of all of the electric companies having 
operating revenues in excess of $45,000,000 have employed the 






services of our organization to assist in the solicitation of proxies 






for meetings of their stockholders. 






The managements of these and many other electric, gas and telephone 





companies find our services insure prompt and gratifying stockholder 
response. This is attested to by unsolicited letters of commendation and 







repeat employments. Please send for further information. 






DUDLEY F. KING 


Proxy Soliciting Organization 
70 Pine Street, New York 5, N. Y. 








National coverage provided through Zone Managers located in 30 principal cities 
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--+. Obviously, a combination of tortoise and hare 
and also a good example of how Sorg works. We 
have to be fast and we have to be thorough because 
our clients must have quality, whatever the deadline. 


Specialists in all types of financial, corporate and 
legal printing, Sorg has had over 30 years’ experi- 
ence in handling the whole job...from design 
through composition, printing, binding, mailing. 
We're available 24 hours a day in the interests of 
producing fine, accurate printing with, when neces- 
sary, utmost speed. 


Chicege Associote london Atsociete 
McCORMICK ond HENDERSON, Inc. The LEAGRAVE PRESS. Ld. 
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KINNEAR 


You get full use of all doorway space 
when you equip openings with Kinnear 
Rolling Doors. They clear the doorway 
completely—from jamb to jamb and 
from floor to lintel. Even the floor, wail 
and ceiling space around the doorway 


remains clear and usable at all times. 


The doors rise straight upward, coiling 
above the lintel. Trucks, material, or 
equipment can be left within inches of 





Se See es 


a 


Rolling Doors 


Clear The Entire Opening 


—and permit full use of all floor and wall space at all times! 


the door curtain, both inside and outside 
the entrance, without blocking door ac- 
tion in any way. 


The rugged all-steel construction of 
Kinnear Rolling Doors assures an extra 
measure of protection against theft, in- 
trusion, storm damage, and fire. Kinnear 
Rolling Doors are built any size with 
manual, mechanical or motor operation. 
Write for complete information. 


The KINNEAR Manufacturing Co. 


2060-80 Fields Avenue, Columbus 16, Ohio 


SAVING WAYS 
IN DOORWAYS 


Offices and Agents in All Principal Cities 


1742 Yosemite Avenue, San Francisco 24, Calif. 





ROLLINIG DOORS 
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HICAGO’S MORRISON HOTEL 
* 


=< 


Famed for luxurious appointments, wonderful food and 
superlative service, this great hotel towers high above 
Chicago’s skyline in the heart of the loop. It is the established 
hostelry of the country’s leading organizations, and will be 

a popular gathering place for major political parties 

during the July conventions. Its continued popularity is due 





to efficient operation by sound and experienced management. 


th 
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Seuthern’s Seminole mine, Lenziurg, lilineds, on the 1. C. Railroad. Typical of Southern’: many modern operations, 





SOUTHERN ’S precision PREPARED COAL HELPS LOWER 
THE MORRISON’S STEAM AND OPERATING COSTS 


Precision engineered coal from Southern’s Seminole mine—specifically applied 

to the Morrison’s burning equipment, helps to maintain lower steam costs 

through more efficient burning performance and substantial fuel economies. 

Such savings—typical of Southern’s specific coal applications for large users of 
steam, are invariably reflected in lower overhead and operating costs. 


Southern’s combustion engineers will collaborate with you in effecting similar 
economies. Through equipment analysis and burning tests they will demonstrate 
the tangible advantages offered in Southern’s outstanding coal selection, scientific 
preparation and dependable supply. . . . Big mines in Ohio, Western Kentucky, 
Indiana and Illinois—10,000,000 tons annual capacity, are equipped with modern 
preparation plants. Coals are washed, precision sized, graded and laboratory 

tested daily—engineered to strictest specifications for quality and uniformity. 

Apply these savings advantages to your own steam producing requirements. Contact 

your nearest Southern office for recc dations and proposal 








OU CAN RELY ON SOUTHERN'S ENGINEERED INDUSTRIAL COALS 


witha (ool 


GENERAL OFFICE: 333 North Michigan Avenue, Chicege 1, ilineis 


Min, 


: -. 


> 









ie 
OFFICES IM: Chicago, Lovisville, Memphis, Nashville, St. Lovis wy 


Sinctets Cool Compeny, Keases City, Meo., Western Representative 





ELLIOTT MOTOR: 
serve utilities well / 








LARGE MOTORS of Elliott “Fabri-Steel’ 


construction are more and more in evidence if 


Two Elliott 600-hp, 3570-rpm, 
two-pole squirrel-cage induction 
motors driving boiler-feed 
pumps in a prominent eastern 
station. Elliott motors are also 
used in this plant for driving 
coal pulverizers, induced-draft 
and forced-draft fans, ash sluice 
pumps, etc. In outdoor splash- 
proof design, Elliott motors oper- 
ating in the open, exposed to all 
weathers, are also serving utili- 
ties all over the country. 


ELLIOTT Company 


Ridgway Division CROCKER-WHEELER DIV., AMPERE, W. 3. 
Plants at: JEANNETTE, PA. © RIDGWAY, PA. 
RIDGWA Y, PA. AMPERE, N. J. © SPRINGFIELD, O. e NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 


utility service. These motors are actually tai- 
lored of steel plate, flame-cut, electrically welded 
throughout, and machined to close limits where 
required. This construction allows a new free- 
dom of motor design, great rigidity, positively 
maintained air gap, extremely easy access, and 
lower maintenance. 

Available in all required types and enclosures. 


Bulletins on request. 
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T* | { American Institute ‘3 pee Engineers will hold Pacific general meeting, Phoenix, 
Ariz., Aug. 19-22, 





AUGUST z 





9 American Water Works Association, New York Section, will hold annual meeting, 
Upper Saranac Lake, N. Y., Sept. 3—5, 1952. 





{ Pacific Coast Gas Association will hold meeting, Los Angeles, Cal., Sept. 3—5, 1952. 





National Surveying Teachers Conference will begin, Camp Blackduck, Minn., 1952. 








American Society of Civil Engineers will hold centennial celebration, Chicago, IIl., 
Sept. 3-13, 1952. 








Maryland Utilities Association will hold annual meeting, Virginia Beach, Va., 
Sept. 5, 6, 1952. 





Wisconsin Utilities Association will hold management conference, Land O'Lakes, 


Wis., Sept. 7-9, 1952. 





1 Pate ——— Electrical League will hold fall convention, Glenwood Springs, Colo., 
ept. 7-10, 





American Standards Association will hold national standardization conference, Chicago, 
Iil., Sept. 8-10, 1952. 





American Society of Mechanical Engineers will hold fall mecting, Chicago, IIl., 
Sept. 8-11, 1952. 





American Water Works Association, Minnesota Section, will hold annual meeting, 
5? 


" Sioux Falls, S. D., Sept. 10-12, 1952. 





| New England Gas Association will hold appliance servicing conference, Boston, Mass., 
Sept. 11, 1952. 





Mid-West Gas Association will hold gas school and conference, Ames, lowa, € 
Sept. 11, 12, 1952. 





Arkansas Pie Association will hold annual convention, Hot Springs, Ark., 
Sept. 15, 1 
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Courtesy, Pacific Telephone & Telegraph Company 
Remember This Last Winter? 


Current heat waves bring memories of the snowbanks in Donner Pass where telephone linemen 
had to dig down to free crossarms on 35-foot poles 
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Transistor Electronic Aids 


To Communications 


We will be using microwave, facsimile, and TV for trans- 

mission of business information, telemetering for reading gauges 

at long distances, electronic business machines, and memory 

devices for computers. The heart of such apparatus is likely 

to be the tiny transistor—the mighty miracle mite—pioneered 

by the Bell system and now the subject of many applications in 
the field of electronics. 


By HOWARD J. CARSWELL* 


HE electron tube which gave life 
[exe greatness to our amazing 

electronics industry is getting a 
new teammate and, for many uses, a 
rival. It is the transistor, employing 
germanium, a metal-like element 
which thus far derives commercially 
as a zinc by-product. Like the atom 
bomb, the transistor was planned in 
theory, its performance predicted by 


_*For personal note, see “Pages with the 
Editors.” 
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mathematical calculations, and its de- 
sign put on paper before its creation. 
The swiftly advancing technology is 
implicit in the great, profound new 
knowledge of atomic science. 

In proper perspective, consider the 
transistor as an important new mem- 
ber of a team of nonelectron tube com- 
ponents which promise new and sig- 
nificant things to come—new applica- 
tions which seem remarkable to the 
lay observer. In the general picture 
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consider also the impressive achieve- 
ments being made in “miniaturiza- 
tion,” or reduction to smallness, of 
electron tubes and other components. 

Emphasis here is on the transistor 
itself because it is new. Other mem- 
bers of the electronics team deserve 
mention of their importance; they in- 
clude the diode, which a layman would 
comprehend as an electronic “valve” 
(two-electrode) for one-way conver- 
sion of AC to DC; the triode (three- 
electrode) ; the resistor, capacitor, and 
rectifier. Also the magnetic amplifier 
and the dielectric amplifier which 
seem to be coming into their own. The 
science is developing its own nomen- 
clature. 


_ new knowledge of the singular 
properties of the germanium 


atom for magnifying and regulating 


current gives renewed importance to 
researches involving other semicon- 
ductors. A semiconductor, as its name 
implies, has both metallic and non- 
metallic properties in relation to elec- 
tricity. It is between the good conduc- 
tor, as copper, and the nonconductor, 
as glass or procelain. It is so resistant 
that it is an inefficient conductor in a 
conventional sense; yet it is not an in- 
sulator. Whatever the excited interest 
today in germanium, that phenomenal 
advance of electronics science may be 
expected to develop newer and perhaps 
better devices employing germanium 
and/or other semiconductors. These 
are silicon, selenium, tellurium, and 
boron in particular, some metallic 
oxides, sulphides, some intermetallic 
compounds, and titanates. Titanates 
are chemical salts based on the ele- 
ment, titanium. 

Germanium came into its own dur- 
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ing World War II when radar and 
other wartime demands gave elec- 
tronics such surgent growth. The 
urge to perfect radar spurred the 
search for a substitute for the silicon 
diode in ultrahigh-frequency usage. 
Something less fragile was needed, 
and intensified pursuit resulted in the 
germanium diode, a one-way elec- 
tronic “value” which proved good 
in low-frequency work. Diodes of 
germanium, selenium, and silicon, in 
particular, have figured impressively 
in radio, television, computers, tele- 
phony, military electronics, and other 
phases. In 1951 more than 4,500,000 
germanium diodes were sold by the 
three largest commercial producers, 
with Western Electric Company con- 
sidered as noncommercial because of 
its primary concern (except for the 
government) with production for 
Bell telephone purposes. Thus germa- 
nium’s properties became established 
and known among the group of semi- 
conductors for purposes of the tran- 
sistor, diode, and the power rectifier. 


HE transistor was invented in 
1948 at the Bell Telephone Lab- 
oratories by Dr. John Bardeen and 
Dr. Walter H. Brattain working 
under a general research program di- 
rected by Dr. William Shockley. The 
Bell Telephone Laboratories have 
benevolently disseminated knowledge 
of it and made it available for licens- 
ing. If it lives up to its advance public- 
ity, it is a great invention. 
Elsewhere a shroud of secrecy, 
which customarily surrounds cor- 
porate researches, accounts for a 
paucity of announced or published 
news of who is doing precisely what. 
Another and better reason is that new 


136 
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weapons and military uses are secret 
or confidential, and suffice it to say 
that the military authorities have 
evinced an acute and dominant inter- 
est in getting germanium transistors. 
Therefore specific mentions are not 
for invidious comparisons. 


ENERAL ELECTRIC COMPANY is a 

leader in the transistor and ger- 
manium rectifier development, and has 
been producing some transistors for 
three years. It is expanding production 
for military and commercial uses. Syl- 
vania Electric Products, Inc., has 
transistor patents and has furnished 
transistors to the government. Ray- 
theon Manufacturing Company has 
been supplying point-contact germa- 
nium transistors on a commercial 
basis since 1949, and has been a large 
producer of the germanium diode. 
Philco Corporation has been co-opera- 
ting with the government on transis- 
tors for military uses, and plans for 
large-scale prouction for civilian and 
military electronics, Radio Corpora- 
tion of America announced its “im- 
proved version” of a germanium 
transistor as indicative of its ambi- 
tions, and Westinghouse Electric Cor- 
poration presumably is evincing a 
similar concern. 

Most of those in the business of 
manufacturing electron tubes, recti- 
fiers based on copper oxide and sele- 
nium, and most resistor producers 
figure in the trend. Among those re- 


ported to figure in the outlook are the 
Hughes Research & Development 
Laboratories, Kemtron Electron 
Products Company, Radio Receptor 
Company, Inc., Philips Laboratories, 
Tung-Sol Electric, Inc., and the new 
subsidiary of Purolator Products, 
Inc., which is named Transistor Prod- 
ucts, Inc. Germanium Corporation, a 
subsidiary of Radio Development & 
Research Corporation, is presently a 
commercial producer of junction tran- 
sistors. Probably there are others. 


Ne we are into the story. The 
transistor is an amazingly sim- 
ple device, capable of performing most 
of the functions of the ordinary 
vacuum tube. It looks like a metal 
“bug.” It has most of the advantages, 
and few of the disadvantages, of the 
tube. It will do some jobs the tube will 
not do. The transistor serves as an 
amplifier or an oscillator; yet it is 
completely different from the electron 
tube and applies new physical prin- 
ciples. It has no glass envelope; has no 
vacuum; has no grid, and no cathode. 
Therefore there is no delay for warm- 
up, and having no filament it does not 
burn out. Barring abusive treatment, 
its life span is indefinite. It has no 
moving parts. Maintenance is negligi- 
ble. It is relatively tiny, rugged, and 
reliable. Its power consumption is 
negligible, in a practical sense, using as 
little as 1/10,000 the power required 
by a vacuum tube. 


& 


its performance predicted by mathematical calculations, and 


q “LIKE the atom bomb, the transistor was planned in theory, 


its design put on paper before its creation. The swiftly ad- 
vancing technology is implicit in the great, profound new 
knowledge of atomic science.” 
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Already the transistor has three 
variants. Ultimately there may be dif- 
ferent types of transistors for differ- 
ent uses just as there are different 
types of electron tubes and relay 
switches designed for many different 
specific operating conditions. 

The initial invention was the two- 
point contact transistor, contained in 
a small metal cylinder the size of a 
22-caliber bullet and having two “cat 
whiskers” of wires pressing against 
a pellet of germanium. It is confined 
to small powers. Input power is mag- 
nified on the order of one-hundred- 
fold. 

Next came the photoelectric transis- 
tor. Both will figure vitally in the 
nation-wide subscriber toll dialing sys- 
tem for long-distance telephony which 
the Bell system is embarked upon. The 
photoelectric transistor has a key role 
in the “translator” which is, in effect, 
an automatic directory for picking 
out, by the punched card principle, the 
routing of the call from subscriber 
to the called station. Last autumn the 
pioneer installation of customer toll 
dialing was made in Englewood, New 
Jersey, from which locale the tele- 
phone caller may dial directly to the 
person being called in any of 18 areas 
between the Atlantic seaboard and San 
Francisco on the Pacific. The initial 
setup is one way, but the plan is for 
two-way subscriber toll dialing for 
long-distance telephony. 


_ many years a large number 


of electromechanical functions 

in telephony, as routing, selecting, 
switching, memory circuits, and such, 
may be done by transistor electronics. 
The newest type is the junction 
transistor, having been announced in 
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midyear 1951. Physicists call this the 
N-P-N (or P-N-P) as indicative tha 
the positively (or negatively) charged 
portion is sandwiched between two 
ends oppositely charged. It is even 
more compact and tiny, and has three 
lead wires. It is being perfected in 
laboratory incubation. The point-con- 
tact variant can also be made in the 
form of a bead about the same size as 
the junction. 


HE junction transistor occupies 

1/400 of a cubic inch, by contrast 
with the volume of the smallest tube of 
about one-eighth cubic inch. A two- 
stage amplifier using this new transis- 
tor is smaller than a penny match box. 
Power handling capacity may be high. 
It is limited, however, to temperatures 
under 175°F. The junction transistor 
should find widespread applications in 
transmission types of circuits, such as 
telephone repeaters, hearing aids, 
portable radio receivers, etc. It is not 
as good at higher frequencies, and at 
present it does not fit as well into 
the electronic computer applications. 
However, it can operate on one-mil- 
lionth of a watt, and it is capable of 
amplifying 100,000 times. High eff- 
ciency at very low voltages is its pre- 
dominant characteristic. 

The germanium power rectifier is a 
related development. It changes AC 
into DC and its power handling capac- 
ity is high. Therefore it opens up new 
fields to conquer in the regulation of 
large flows of current. A rectifier only 
five cubic inches in size can be made 
to control valve-like the flow of a 
thousand amperes or so, whereas the 
point-contact transistor is confined to 
small currents measurable in milli- 
amperes, as the home radio, television 
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TRANSISTOR ELECTRONIC AIDS TO COMMUNICATIONS 





Birth of the Transistor 


“e transistor was invented in 1948 at the Bell Telephone 

Laboratories by Dr. John Bardeen and Dr. Walter H. Brattain 

working under a general research program directed by Dr. William 

Shockley. The Bell Telephone Laboratories have benevolently dis- 

seminated knowledge of it and made it available for licensing. If it lives 
up to its advance publicity, it is a great invention.” 





receiver, and computer component. 


| peered electronics are an im- 
mediate, urgent field of useful- 
ness for transistors and companion 
devices in this swift moving tech- 
nology. Winston Churchill called this 
the “wizard” war of radar, radio, 
guided missiles, automatic fire con- 
trol, proximity fuse, etc. The Navy’s 
new “push-button” master communi- 
cations console for instantaneously 
flashing battle information between 
warships is an example in which vital 
information is funneled from radar, 
radio, television, and new secret types 
of electronic equipment. The informa- 
tion is assembled, analyzed, and dis- 
patched instantly. 

The development of new and more 
destructive weapons and instruments 
of warfare may be expected to create 
new and surprising civilian uses. Pos- 
sible now are the two-way walkie- 


talkie radio sets small as a wrist watch, 
and portable televison “walkie-lookie” 
stations with camera and transmitter 
which a man can carry like a shoulder 
pack. The tiny, reliable gimmicks will 
prove a real boon to human hearing 
aids. A great potentiality is in radio, 
television, the general field of instru- 
mentation, and automaticity of fac- 
tory and office operations. 

Business machines and the category 
of key punch equipment offer a large 
possibility for further use of the team- 
work of the new electronic devices, in- 
cluding transistors. These are the 
complex machines which calculate, 
tabulate, assort, collate, and interpret 
information whose range of useful- 
ness is from large-scale scientific and 
engineering calculation down to con- 
ventional bookkeeping. 

Spectacular in this field is the elec- 
tronic digital computer. The tiny, re- 
liable transistor can multiply, perhaps 
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as much as a hundred fold, the “brain” 
capacity of these elaborate machines. 
The complexity of these has been 
limited by the vacuum tube’s life, re- 
liability, heat, and size. Tubes take 
time to warm up. Because they burn 
out, maintenance and repair costs are 
high. 

The machines are elaborately cum- 
bersome as to size, space, and air 
conditioning for dissipation of heat. 


coMPACct, reliable, rugged, long- 

lived, and efficient transistor will 
mean better computing machines oc- 
cupying far less bulk. For example, 
the Eniac computer contains 18,000 
electron tubes, and its operation is im- 
paired by the incessant replacement of 
burned-out tubes and the problem of 
heat dissipation. The IBM Selective 
Sequence Electronic Calculator has 
thousands of tubes. It is conceivable 
that what are today “giant” digital 
computing machines may be brought 
down in size and reliability for usage 
in everyday business and industrial 
problems, just as the desk calculating 
machine is used. High capacity com- 
puting machines for purposes of mili- 
tary logistics and planning may some 
day be applied to the ordinary busi- 
ness problems of market analysis, 
product mix, inventory control, and 
economic forecasting, and likewise for 
collating technical and scientific in- 
formation involved in management 
decisions. The electronic computer of 
Boeing Airplane Company is useful 
for calculations far beyond aircraft 
and guided missile problems for which 
it was designed. On display at the 
aeronautic meeting of the Society of 
Automotive Engineers, it showed how 
to calculate the bounce, for example, 
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in an auto spring before the auto * 
even built. 

Now read the opinion of Dr. W.R. 
G. Baker, vice president and general 
manager, electronics division of the 
General Electric Company: 


. . we have many of the bits and 
pieces that can make up an integrated 
electronic business system. We have 
closed circuit industrial television, 
microwave, and facsimile for trans. 
mission of business information, eler- 
tronic memory devices and computers, 
telemetering for reading gauges 2t 
long distances, electronic business ma- 
chines. 

A broad application would be a con- 
plete nation-wide order service and 
warehouse inventory with all paper 
work performed automatically by elec. 
tronic business machines and with 
business information relayed from 
point to point by coaxial cable or 
microwave. 

Another would be an_ electronic 
method of reading household watt- 
hour meters, transmitting that in- 
formation automatically to electronic 
business machines which would make 
out bills and compile a complete and 
continuous record. Such applications, 
although costly, become feasible as in- 
dustry and commerce seek methods of 
cutting the real cost of services, as wel 
as goods, 


— weather forecasting figures. 
A big electronic “brain” is now 
being tried at the Institute for Ad 
vanced Study at Princeton University 
for predicting the weather. In the 
“numerical forecasting” the electronic 
computer receives numerous facts de- 
scribing the current flow pattern of 
prevailing weather, and by mathe- 
matical formulas the machine gives 2 
prediction of what the weather will 
be an hour in advance. 
Air-conditioning units to operate 
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TRANSISTOR ELECTRONIC AIDS TO COMMUNICATIONS 


electronically, temperature control and 
fire detection instruments offer an in- 
viting prospect. 

For factory and industrial purposes 
the germanium transistor and com- 
panion devices, as the germanium 
rectifier, offer interesting possibilities. 
Automaticity is a goal for better pro- 
ductive efficiency, labor saving, and 
quality control. This involves not only 
the instrumentation of processes now 
in effect but a redesign of processes to 
take advantage of instrumentation 
made possible by electronics. The ma- 
chine tool industry is preparing new 
models which will incorporate auto- 
matic controls. Automatic materials 
handling equipment may be made 
which can bring a product to the ma- 
chine and position it for machining. 
Continuous process engineering, as 
practiced by the oil and chemical in- 
dustries, figures greatly in this trend 
toward more automaticity in which 
electronic devices do “thinking” and 
regulating. 

Consider an example of a machine 
shop or a moving assembly line. These 
tiny germanium devices are rugged 
and resistant to vibration and shock, 
and by their nature their action is in- 
stantaneous, accurate, and reliable in 
the valve-like control of the start, stop, 
and flow of current. The germanium 
rectifier will convert the incoming AC 
into DC for driving the DC motor 
powering the turret lathe or con- 
veyor belt. Automatically along with 


2 


transistors it regulates the motor’s 
speed, start, and stop. The electron 
tube could be made to do this, but it 
is less rugged against the hazards of 
vibration and shock. 


HE modern high-speed printing 

press, as another example, re- 
quires precision of speed control over 
constituent rollers so that registration 
of color printing can be exact. The 
same is true of textile printing. An 
oil refinery should have quick, ac- 
curate, and dependable controls of the 
kind which electronic devices can ex- 
ercise. In the pipeline transportation 
of oil and natural gas a faulty regula- 
tion of flow can be costly. Here tran- 
sistor electronics can provide quick, 
decisive regulation of pressure and 
velocity, or shutoff. 

Don’t expect this outlined “elec- 
tronicization” to come about too soon. 
From a practical viewpoint, the adop- 
tion of transistor electronics into the 
home radio and home TV is expected 
to follow such developments as mili- 
tary electronics, telephony, digital 
computers, etc. Although some tubes 
in the TV receiver may be displaced, 
the picture magnification will continue 
to be done by the vacuum tube. This 
alone is a big tube market, and con- 
sider also that electron tubes will serve 
for some purposes where the germa- 
nium devices will not. 

Because their power usage is so 
small, will transistor electronics affect 


performing most of the functions of the ordinary vacuum 


q “THE transistor is an amazingly simple device, capable of 


tube. It looks like a metal ‘bug.’ It has most of the ad- 
vantages, and few of the disavantages, of the tube. It will do 
some jobs the tube will not do.” 
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electricity consumption? Certainly 
not, except to augment it over the 
long term. By expanding the entire 
concept of interior illumination the 
fluorescent lamp has been a boon to 
electric lighting even though it con- 
sumes less current per specific use. 
Likewise, the new solid-state elec- 
tronic devices of germanium and 
other semiconductors will use less 
power per specific use, but they may 
be expected to proliferate the useful- 
ness of electronics in factory, office, 
and home. 


speane too much publicity attends 
the germanium transistor because 
it is new and exciting. It has its short- 
comings and problems, and_tech- 
nological changes require much time 
to transpire. A very important con- 
sideration is that their coming involves 
new concepts of circuity and system 
design. The technique for achieving 
the ultrarefinement of germanium is a 
problem which will require patience. 
According to R. M. Burns, chemical 
co-ordinator of the Bell Telephone 
Laboratories, the transistor’s essential 
characteristics “depend upon the con- 
trolled presence in germanium of cer- 
tain alien atoms in the range of a few 
atoms per hundred million atoms of 
germanium—a neat job for the 
chemist.” 

A neat job, indeed! Some germa- 
nium transistors undergo inexplicable 
changes with temperature and time, 
and their performance has limitations 
with respect to noise. Much progress 
is reported with respect to designabil- 
ity. In general, it will take time and 
patience for developing the technique 
for producing in quantity on the re- 


quired basis of quality and uniformity 
of performance. 

It is re-emphasized that the tran- 
sistor, however promising, should be 
considered as a skillful new member 
in the electronic teamwork of the 
diode, triode, rectifier, capacitor, re- 
sistor, etc., along with the vacuum and 
gas-filled tube. 

Forty-five years ago Lee De Forest 
patented a “device for amplifying 
feeble electrical currents,” a three- 
element audion tube. It made possible 
transoceanic and __ transcontinental 
telephony. Radio became a great new 
industry during the 1920’s, and talk- 
ing pictures revolutionized the movies. 
Diathermy was made possible. War- 
time radar gave the industry a big 
boost. In the last five years television 
has been a marvel of growth. 


HE electronics industry grew 
from $250,000,000 in annual 
sales in 1939 to an industry having 
$4 billion in sales in 1951, during 
which some 400,000,000 electron tubes 
worth $430,000,000 were made. It 
looks today as if the electronics indus- 
try is on the threshold of a great new 
expanse featuring new elements. 
The industrial revolution started 
when the machine, especially the steam 
engine, began displacing the muscular 
work of man and beast, and the forces 
of wind and falling water. The initial 
phase was mechanization. Electricity 
came to pervade the entire fabric of 
industrial civilization, which second 
phase may be called electromechani- 
zation. The next phase could be the 
“electronicization” of electromecha- 
nization in which “brain-work” func- 
tions become electrified. 
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Have the Private Power 
Companies Any Future? 


Here is the message of a top-flight utility executive who 

recently told the assembled members of the Edison Electric In- 

stitute that there is good reason for hope and faith in the future 

of the industry under its traditional business-managed system 
of company ownership. 


By J. E. CORETTE* 
PRESIDENT, THE MONTANA POWER COMPANY 


are those of a utility man who 
engages in business in a state 
which now has, and for many years 
has had, the issue of Federal power 
dams and transmission lines. 
Inasmuch as the power policies of 
the Interior Department are reason- 
ably uniform throughout the nation, 
so that experience in one area where 
Federal projects exist and are under 
construction should be indicative of 
what to expect in other parts of the 
country, I should like to outline the 
situation today as it appears to me in 
regard to Federal power and private 
power companies, and the outlook for 
the future. 
The program of the Interior De- 
partment has been stated many times 
by high officials and is completely 


i \HE ideas presented in this article 


*For additional personal note, see “Pages 
with the Editors.” 
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understandable. I think there is gen- 
eral agreement within the electric 
power industry that this plan, if car- 
ried out, eventually would lead to 
nationalization, not only of the utility 
industry but of most other industries. 

In the first part of this article, I 
shall endeavor to show just how far 
the Federal power program has 
progressed. 

My outlook is that if the people of 
the nation continue to be alert, the 
Federal power program, as outlined 
by its authors, will not succeed. 


(—— definitely has not adopted 
and does not look kindly upon a 
Federal power program in which the 
Interior Department would take over 
the private power industry. I am very 
satisfied with the attitude evidenced 
by Congress when a utility is doing or 
is ready and willing to do the job. 
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I believe that the people do not look 
kindly upon any such Federal power 
program, and I am convinced that by 
continued presentations to the people 
of the facts involved we can and will 
stop and turn back such a program. 


ARTER presenting the status of the 
Federal power program today, I 
shall endeavor to show why this pro- 
gram will not be carried to its ultimate 
conclusion and why our industry will 
continue to be the successful and 
prosperous one it is today. 

By the end of June, 1952, the Fed- 
eral government will have spent ap- 
proximately $4,258,000,000 on proj- 
ects involving power, exclusive of the 
$2.7 billion which has been appropri- 
ated for REA. The spending of this 
money has been concentrated in cer- 
tain areas. 

Chart I—Location of Spending on 


Federal Power Projects—shows ip 
every area on the map that the Federal 
government has built or is building 
generating plants and transmission 
lines, and if the present program of 
the Interior Department is continued, 
the future of the companies in those 
areas is threatened. However, in prac- 
tically every one of those areas, the 
private utility companies have been 
opposing with considerable success 
appropriations for the Federal power 
program. 


O™ reason why the Federal power 
program has had such extensive 
development in a comparatively few 
years is that in the early stages and 
up until the last few years only a few 
companies were affected, the balance 
of the industry did not realize the 
danger, and the opposition to the pro- 
gram was extremely limited. 








LOCATION OF SPENDING 
ON FEDERAL POWER PROJECTS 


TOTAL EXCLUDING NEBRASKA $4,258,000,000 TO JUNE 30, 1952 
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HAVE THE PRIVATE POWER COMPANIES ANY FUTURE? 


C HART I]—Proportion of Electric 
Companies Directly Affected by 
Federal Power—shows that in 1931 
one one per cent of the class A and B 
companies was directly affected by 
Federal power plants. Many unin- 
formed and unaffected companies 
thought that the socialistic movement 
was local in character, was in some 
way due to the failure of the local 
companies to measure up to the situa- 
tion, and in any event would never 
reach them. But, of course, it has 
moved forward and spread out. 

By 1941, ten years later, the pro- 
portion had increased to 8 per cent 
and by 1951 to 27 per cent, including 
those that had been expropriated. And 
by “affected” I mean right up against 
the gun. A lot more are well aware of 
what is in store for them; others are 
beginning to be alarmed, while still 
others are going their various ways 
without paying too much attention to 
what is going to hit them in due time. 

A comparison of the Federal proj- 
ects which we now have and which 
are contemplated for the future is very 
interesting and shows the progress of 
the Federal power program up to the 
present time and what is planned for 
the future. 

Chart III — Status of Federal 
Power Plant Program—shows that 
the Federal government has com- 
pleted or has under construction 119 
projects with approximately 16,672,- 
000 kilowatts of installed capacity. 

However, the government has au- 
thorized, approved, and proposed 649 
plants with a capacity of almost 52,- 
000,000 kilowatts. 

Fifteen and one-half per cent of the 
total plants have been completed or 
are under construction, but they con- 
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stitute 24.5 per cent of the total kilo- 
watts installed and to be installed. In 
other words, the plants which have 
been or are being constructed by the 
Federal government, in general, are 
much larger in capacity than the con- 
templated plants. 


S be chart, including 768 projects, 
shows those projects which we 
have been able to identify. Undoubted- 
ly, many more generating plants and 
transmission lines will be proposed as 
the years go by, including steam-elec- 
tric stations not now formally in the 
program. 

Just what this prdgram would cost 
is anybody’s guess. The Water Re- 
sources Policy Commission, in its 
recent report, gave figures ranging 
from $70 billion to $115 billion. Based 
on past experience, we can anticipate 
that the final figure would exceed these 
vast amounts if the program were to 
be carried to completion. These 
amounts indicate a tremendous burden 
on taxpayers, which is entirely un- 
necessary. 

Chart IV—Disposition of Electric- 
ity Produced at Federal Dams— 
shows who gets the electricity pro- 
duced at Federal dams and steam- 
electric stations. Including losses, 
nearly half goes to the so-called pref- 
erence customers. The next largest 
group is certain especially favored 
major industries. The electric com- 
panies use only slightly more than 20 
per cent of the total, although they 
serve 80 per cent of the people of the 
nation. 

TVA can be considered as a good 
example of what we can expect in Fed- 
eral power in the future unless the 
program is stopped. 
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CHART 1 





1931 





PROPORTION OF ELECTRIC COMPANIES 
DIRECTLY AFFECTED BY FEDERAL POWER 


(BASED ON CLASS A AND B COMPANIES IN EXISTENCE JANUARY 1951!) 








TVA started as a means of dispos- 
ing of the output from Wilson dam. 
It secured some steam plants in the 
course of its acquisition of utilities in 
the area, and built another steam plant 
during World War II under the guise 
of national defense. It built the New 
Johnsonville steam plant on the plea 
that it was responsible for the power 
supply in the area and now the lid is 
off. 

In a few years TVA will be a 
steam-electric system with hydro for 
peaking purposes. 


Sk pattern of Federal power has 
become very plain. Because Con- 
gress has not looked with favor upon 
the establishment of additional valley 
authorities, Federal power marketing 
agencies are being set up by edict of 
the Secretary of the Interior, without 
the consent of Congress. 
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HART V—Federal Power Market- 

ing Areas—shows the five major 
power marketing agencies of the Fed- 
eral government. Four of these— 
Southeastern Power Administration, 
Southwestern Power Administration, 
Bonneville Power Administration, 
and Bureau of Reclamation—are a 
part of the Department of the In- 
terior. 

TVA is an independent Federal 
corporation. The chart shows a sixth 
area—the state of Nebraska—where 
the enterprise has been financed in 
substantial part by the Federal gov- 
ernment but is still on a state basis. 
There are also some other similar 
areas which are small and which I 
have not shown. 

These major power marketing 
agencies are tax-free, subsidized utili- 
ties. They are the nationalized seg- 
ment of the utility business. 
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We have learned by bitter experi- 
ence that Federal dams which were 
authorized ostensibly for the purpose 
of irrigating our arid lands, or con- 
trolling floods, often turn out to be 
weapons designed to destroy the elec- 
tric companies in the area and put the 
Federal government in the power 
business. 

As example, the Federal govern- 
ment now operates or has under con- 
struction 15 steam-electric plants that 
have no other reason for existence 
than the generation of electricity; 
TVA has 9 hydroelectric plants that 
are strictly for power; other Federal 
hydroelectric plants—Hungry Horse, 
Canyon Ferry, and Clark Hill, to 
name three—originally were author- 
ized as multipurpose projects with 
reclamation or flood-control benefits, 
but today are power plants and noth- 
ing more. 

Many Department of Interior proj- 
ects being urged at the present time 
are being sought without regard to 
purposes other than power, and the 
Interior Department itself frankly ad- 
mits it is in the electric power business. 


[* the Roanoke Rapids Case, Secre- 
tary Chapman stated his position 
as follows: “The interest of the Sec- 
retary of the Interior is that of a 
competitor of Virginia Electric & 
Power Company in the sale of power 
in the Roanoke river area of Virginia 
and North Carolina.” 

The Southwestern and Southeast- 
ern Power administrations are engag- 
ing in another practice that is ex- 
tremely dangerous and beyond the 
scope of the law under which they 
operate. They are purchasing steam- 
electric power for resale, although § 5 


of the Flood Control Act of 1944 does 
not contain a single word giving them 
this authority. The Arkansas Circuit 
Court had this to say about the prac- 
tice: 


. . . the national Congress, which 
prescribes the powers and duties of 
SWPA, only vests that agency with 
authority to sell and distribute hydro- 
electric energy produced by dual-pur- 
pose flood-control dams. It is not au- 
thorized to purchase energy produced 
by steam plants. 


This brings us to the point of how 
I view the future of our truly great 
industry. It can be summarized as 
follows : 


1. If the Interior Department policy 
continues as it is today, and if the 
thinking in Washington is such that 
the program is carried out as set forth 
in the Ickes memorandum of January 
3, 1946, and in the testimony which 
the top Interior Department officials 
have given before Congress in each of 
the past several years, it will inevitably 
mean the nationalization of our indus- 
try and most other industries. 


2. The plan is clear. It provides for 
Federal hydro plants, Federal steam 
plants, Federal transmission lines to 
all load centers, Federal control of all 
sales and rates. It is not regional—it 
will cover the entire nation and those 
who live in states not now involved 
had better do everything possible to 
help their buddies in the front-line 
trenches and to build their own de- 
fenses. 


M* best judgment is that this pro- 
gram will never be consum- 


mated; that the Federal policy will 
change. 
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STATUS OF 
FEDERAL POWER PLANT PROGRAM 


(AS OF DECEMBER 3/1, 195!) 
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CHART IV 


DISPOSITION OF ELECTRICITY PRODUCED 
AT FEDERAL DAMS 


FISCAL YEAR 1951 
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HAVE THE PRIVATE POWER COMPANIES ANY FUTURE? 


Although the foes of private utili- 
ties are so formidable that they could 
destroy the industry, intelligent activi- 
ties by the industry can assure a long 
and successful future. Likewise, no 
activity, or limited activity, or unin- 
telligent activity by the industry will 
lead to the eventual destruction of our 
companies by a tortuous process akin 
to a Russion trial and prison. 

Please let me try to support this 
theory. Repeatedly we hear that a 
project is too large for private indus- 
try, so the government has to build it. 
That’s just pure baloney! 

TVA has spent about $540,000,000 
on straight power facilities in the 
eighteen years it has been operating, 
since 1933. Compare this with the fol- 
lowing record of construction by 
private companies—a record that has 
been achieved in the six years since the 
end of World War II: $816,000,000 
by Pacific Gas and Electric Company ; 
$445,000,000 by Consolidated Edison 
Company of New York; $344,000,- 
000 by Southern California Edison 
Company; and $246,000,000 by De- 
troit Edison Company. 

Between 1946 and 1952, the United 
States Steel Company spent almost 
$1.4 billion on its expansion program. 
From 1946 to 1951, inclusive, the elec- 
tric utility industry spent $10,089,- 
000,000 to construct new facilities, 
while in the same period the Federal 
government spent only about $2,428,- 
000,000 on power projects—or only 
about one-quarter the amount financed 
by private enterprise. 


. | ‘wIs certainly indicates to me that 
the only thing our industry cannot 
build is a project which is not eco- 


nomically feasible, not financially 
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sound, and which should not be built 
at all, or which should be built for 
some valid nonreimbursable reason, 
such as reclamation or flood control. 

The war cry of the Federal powe 
proponents is “cheap power.” It has 
been effective against and harmful to 
the industry. Now let’s analyze it. 
Whether the power is Federal power 
or private power, the people pay for 
it and every cent of it. They pay as 
consumers or as taxpayers, or both. 
Consider the Hungry Horse project 
in Montana. 


HART VI—The “Cheap Power” 
Myth in the Northwest — shows 
that Montana Power Company’s Kerr 
dam cost $11,000,000 for 112,000 kilo- 
watts of capacity. Hungry Horse, on 
the same watershed and only 50 miles 
away, is estimated to cost $110,000,- 
000 for 285,000 kilowatts—10 times 
the money for 24 times as much 
capacity. These figures are before any 
adjustment for differences in con- 
struction cost. Kerr dam’s first unit 
was completed in 1938 and the second 
unit in 1949. Hungry Horse has been 
under construction since 1946. 

Which is “cheap” power? We 
should do much more than we are 
doing to tell the people. Consider the 
number of employees per customer for 
each Federal agency. Then compare 
this with the number of employees per 
customer in any one company. 

Also compare the cost per kilowatt 
of any project being built by the Fed- 
eral government with the cost per kilo- 
watt of the same type of project being 
built by private companies. 

The socialized power program of 
the Federal government lacks a firm 
foundation of integrity and eco- 
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nomics. All the facts are on the side 
of the electric companies—I do not 
believe that we are taking full advant- 
age of our favorable position. When- 
ever we do, we are surprisingly suc- 
cessful. 


— electric companies have been 
successful where they have op- 
posed before Congress or the courts 
Federal hydroelectric projects which 
the companies were willing to build 
themselves—for example, Kings river 
in California and Roanoke Rapids in 
North Carolina. 

The electric companies have been 
reasonably successful in opposing 
Federal transmission lines where they 
now have or are willing to build ade- 
quate lines themselves. 

The five New York companies are 
making headway in preventing a Fed- 
eral power development at Niagara by 


being willing and able to do the job 
themselves and by labeling the Federal 
proposal for what it is—an adventure 
in Socialism. New England companies 
are taking steps to forestall a Federal 
power invasion of their area by pre- 
paring to make the worth-while de- 
velopments themselves. 

Electric Energy, Inc., successfully 
competed with TVA for a big share of 
a government defense load. Virginia 
Electric & Power Company is winning 
the Roanoke Case against the Depart- 
ment of the Interior. 

We are beginning to organize as an 
industry and talk, act, think, and fight 
as a unit. We could well do much more 
than we are. 


OQ” real problem is much broader 
than a utility industry problem. If 
the utility problems could be isolated, 
the difficulties would be reduced to a 
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fraction of their present importance. 

As I see it, our entire nation is on a 
direct road to a lower standard of liv- 
ing, to fewer comforts in life, to re- 
duced freedom, to something compar- 
able to what England has today, unless 
the people demand a complete change 
in administrative thinking in Wash- 
ington. 


oo. extravagant govern- 

ment necessarily means higher 
taxes, more inflation, more regula- 
tion by government, less actual value 
for your dollar, and that you will be 
able to buy less with what you receive 
for each hour you work. 

For several years I have believed 
that the steel business, the banking 
business, the railroads, or the medical 
fraternity would be nationalized be- 
fore the utility industry. However the 
order is not important, because if the 
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nation adopts that policy all business 
will receive similar treatment. 

If it is not too presumptuous, I 
would suggest the following program 
as one which should assure the con- 
tinued success of our industry: 


1. To maintain at all times adequate 
facilities — generation, transmission, 
and distribution—to supply the power 
requirements of a given area. 


2. Efficient and courteous service to 
all members of the public, and at low- 
est possible cost. 


3. A capable information depart- 
ment which keeps employees and the 
public informed on all problems re- 
lating to our industry and our form 
of government. Wasteful Federal 
spending, high taxes, the seizure of 
the steel industry, socialized medicine, 
are just as important as problems re- 
lating to our industry. It is all in the 
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same mulligan and all will be cooked 
together unless we put out the fire. 

4. A willingness and readiness when 
economically feasible to build power 
projects on the streams of the nation, 
for example, Idaho Power Company 
at Hells Canyon and the power com- 
panies that are willing to develop the 
Niagara sites. 

5. A willingness and readiness to 
build generating facilities and all 
other power facilities at Federal dams, 
whenever it is not economically fea- 
sible to also build the dam. 

6. A willingness and readiness to 
build all necessary transmission lines. 

7. An essential part of the last three 
points is an aggressive, active, force- 
ful opposition to the government do- 
ing any of the things a private utility 
is willing to do. 

8. Last—and this is very important 
—organization of the electric com- 
panies into a united front. We must 
make sure that the industry story is 
presented to the public adequately and 
correctly, and that we think, act, and 
speak as a team. 


I CONCLUDE with four principal 
thoughts : 

1. If the present administration can 
and does carry out its power program 
through future years, our industry is 
doomed and our personal futures and 
the futures of the people of America 
are dark and dreary. 

2. Our fighting forces are far 
stronger than the opposition and if 
each utility company in these United 
States adopts and executes a sound 
intelligent program, our future and 
the future of the American people is 
bright. 

3. Our future is so intermingled 
with the future of good government 
in these United States, with the future 
of all private ownership of property, 
with the future of personal freedoms, 
and with the future of the people as a 
whole that they cannot be separated. 

4. And last—that we have before us 
one of the most important, most 
worth-while challenges ever confront- 
ing any industry and any nation, with 
a continuing land of plenty, if we do 
our job as we should. 





¢ sb gy the relative outstanding economic progress that 
has been made under Capitalism, planners in Great 


Britain as well as in our own country and elsewhere are im- 
patient to cure economic ills and relieve poverty by means of 
government planning that has had a record of dismal failures 
over the centuries. Under government planning, there is always 
a yawning gap between promise and performance. As Pro- 
fessor John Jewkes of the University of Manchester, England, 
pointed out in his book ‘Ordeal by Planning’: ‘. . . until he 
gets into power the planner complains tha: labor is sweated 
and the consumer undersupplied; after he gets into power 
he engages in constant exhortation for harder work and calls 
for an almost oriental patience from the impoverished con- 
sumer.” 
—Excerpt from the New England 
Letter, published by The First National Bank of Boston. 
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Interior's Adventures in the 
Missouri Basin 


Part II. Interior’s Plan for the Missouri 


In this concluding instalment, Mr, Tucker specifically reviews 

a recent reconnaissance report by the Interior Department on 

its own plans for putting the Missouri river to work, damming 

its floods, developing its hydroelectric power, utilizing tts 
waters for irrigation, and so forth. 


By RAY TUCKER 


HE Missouri river basin was 
[ eeeced by the apostles of even- 
tual nationalization of power as 
a test laboratory for specific reasons. 
In their opinion, it is the area most 
favorable for a start toward the in- 
tegrated development which they have 
in mind for this and fourteen other 
valleys under the so-called Cooke- 
Warne program. It is, in effect, their 
self-chosen model for the propagation 
of their socialistic ideas and, secondly, 
for ultimate destruction, duplication, 
or absorption of the existing $25 bil- 
lion private utility industry. As I said 
in the first article, it marks the transi- 
tion from twenty years of guerrilla 
tactics to open warfare. 
Settlement on the Missouri river 
basin as strategic battleground simply 
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climaxes persistent and ingenious ef- 
forts, hitherto thwarted, to begin here 
an experiment in public ownership 
and operation. At first they proposed 
a Missouri Valley Authority similar 
to TVA, although they admit that 
there is no economic, topographical, 
or other resemblance between the two 
regions. 

In a compromise with the Army 
Engineers, which entertains no great 
respect for ideological, bureaucratic 
planners, Interior agreed to the Pick- 
Sloan arrangement. Under this divi- 
sion of responsibility, Reclamation’s 
activities were supposed to be limited 
to upstream conservation and flood- 
control works, while the military con- 
structed downstream dams. Since this 
parceling of authority cramped In- 
JULY 31, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


terior’s elaborate schemes for an in- 
tegrated, nation-wide power system, 
the federalists advanced the basin de- 
velopment idea, as originally outlined 
by Morris L. Cooke in February, 
1951. 


a into a strategic retreat by 
the generally adverse reaction to 
the MVA and Cooke’s 15-basin pro- 
posals, Interior finally concentrated on 
the Missouri river area as its most 
effective project for propaganda pur- 
poses. In a 2-inch-thick “reconnais- 
sance” report larded with maps, 
charts, and statistics, which was pre- 
pared under the supervision of Wil- 
liam E. Warne, former Assistant Sec- 
retary of Interior, and now, appropri- 
ately enough, Point Four Administra- 
tor in Iran, Interior revealed for the 
first time the slow but sure method by 
which it aims to supplant the private 
utilities in this and other sections. 

Although President Truman has 
not openly approved the Cooke or 
Warne schemes, due to objections by 
the Budget Bureau, Congress, and 
local interests, he has shown sympathy 
toward their general objectives. Last 
February, one year after submission 
of the Cooke document, he named a 
new Missouri river basin survey 
group. This body, which is weighted 
by public power sympathizers, was in- 
structed to report its findings and 
recommendations to the man in the 
White House within a year. It is prob- 
able that their suggestions, which will 
undoubtedly accord with the Cooke- 
Warne pattern in a general way, will 
furnish a major test of the next Presi- 
dent’s attitude toward the power issue, 
for it will be submitted only a month 
after his inauguration. 
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These numerous and diverse tactical 
maneuvers led Governor Val Peterson 
of Nebraska to remark that “Presj- 
dent Truman, unable to get an MVA 
through the front door, is now trying 
it through the rear entrance.” Other 
delays and controversies at Washing- 
ton on this question were recalled by 
valley victims when last April’s floods, 
the worse in recorded history, de- 
stroyed lives and property far exceed- 
ing the $1.5 billion already spent to 
prevent such disasters. 


- is also noteworthy, floodwise, that 
Interior has not discharged its re- 
sponsibilities under the Pick-Sloan 
plan. It has not performed the up- 
river work designed to prevent the ori- 
gin of flood conditions where the rain 
falls and the snow melts. Although 
some responsibility has been attributed 
to Congress for failure to provide suf- 
ficient funds for these projects, Capi- 
tol Hill’s financial and legislative re- 
strictions derived almost entirely from 
the legislators’ discovery that Messrs. 
Chapman and Straus were more con- 
cerned with expanding the field of 
public power than in the constitu- 
tional, by-product activities resulting 
from hydroelectric development— 
flood control, irrigation, conservation, 
wildlife preservation, and recreation, 

The underlying reason for In- 
terior’s slanted emphasis on its duties 
may be that there is neither power nor 
glory for “Fair Deal” ideologists, if 
they fulfill the functions delegated to 
them by Congress. Thus, the Missouri 
river basin project represents a last 
effort by Interior to escape or evade 
the legal restraints imposed by Con- 
gress and the courts. If ever sanc- 
tioned, it would be a magna charta for 
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an agency obsessed with power in both 
the literal and abstract sense, and 
death, slow or swift, for the electric 
utility industry. 

Interior advertises the proposed 
Missouri scheme as its show-window 
exhibit. It was obviously inspired and 
patterned after TVA, despite official 
admission of basic incompatibilities, 
economic, geographic, and climatic, 
in the two valleys. 

TVA, for example, is concentrated 
ina relatively small and homogeneous 
area, where the Tennessee river and 
its tributaries have a fairly constant 
flow, although steam-generated rein- 
forcements have become more essen- 
tial year by year. Situated near the 
populous markets for consumer and 
durable goods, the availability of 
power has attracted many great and 
diverse industries. Transportation fa- 
cilities are handy and plentiful, and 
labor is not too expensive. The dis- 
tances for transmission of power 
present no great difficulties. Finally, 
the farm lands flooded out by huge 
reservoirs, save for a few instances, 
were not a very important part of the 
nation’s agricultural economy. 


N= a single one of these propitious 
elements, as analysis of official 
reports show, occurs in the Missouri 
river basin. This area consists of 530,- 
000 square miles, almost a subcon- 
tinent, extending from the Rockies to 


the Mississippi river and from the 
Canadian border to the Louisiana- 
Oklahoma-Texas lines. It is a region 
of polar extremes in geography, 
climate, agriculture, industry, and 
economic conditions. 

Save for a few streams on the east- 
ern slopes of the Rockies, which are 
far from prospective, profitable, 
populous markets for power or other 
commodities, its rivers boil over only 
in the spring and simmer sluggishly 
for ten months of the year. Its hydro- 
electric sources are so irregular, so 
undependable, and so sporadic that 
transmission of firm power through- 
out the vast spaces would be imprac- 
tical from an economic and engineer- 
ing standpoint. Its sources of vaguely 
potential wealth—industrial, agricul- 
tural, mineral—do not need and would 
not benefit greatly from new and cost- 
ly power facilities built at the expense 
of taxpayers living in remote sections 
of the country. 

The Warne report itself, when 
analyzed carefully, is the authority for 
these statements. In its opening pages, 
there appear many frankly depreca- 
tory qualifications, to wit : 

The largest amounts of existing and 
potential hydroelectric power lie along 
the eastern slope of the Rocky Moun- 
tains and the upper mainstem of the 
Missouri river. The areas having the 
greatest power requirements, on the 
other hand, are in the southern and 
eastern part of the basin... . 


eventual nationalization of power as a test laboratory for 


q “THE Missouri river basin was selected by the apostles of 


specific reasons. In their opinion, it is the area most favor- 
able for a start toward the integrated development which 
they have in mind for this and fourteen other valleys under 
the so-called Cooke-Warne program.” 
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Hydroelectric power will contribute 
to these requirements, but will need 
to be supplemented substantially with 
thermal-electric generation and im- 
portation of power. 


M® WaARNE'’s understatement here 
trespasses on distortion. Al- 
though he concedes that hydroelectric 
resources must be reinforced “sub- 
stantially” by steam plants and im- 
portations from outside the basin, he 
passes gingerly over the disparity of 
energy sources. His engineers’ charts 
show that, by 1970, hydro will pro- 
vide only 9,302,000,000 of the addi- 
tional kilowatt hours estimated to be 
needed to meet new demands, where- 
as thermal-electric energy and “im- 
portations” will furnish 25,358,000,- 
000, or 71 per cent of the total. 

It is significant that this disparity 
has always existed because of the 
region’s topographical peculiarities. 

In view of this admitted lack of 
water power resources in the region, 
it is not surprising that the Warne re- 
port devotes most of its discussion 
under the heading of “power-produc- 
ing resources” to petroleum and nat- 
ural gas, to bituminous and sub- 
bituminous coal, to shale oil and 
lignite. On this all important question, 
the report fails to take cognizance of 
two negative factors. For one thing, 
the nation’s normal and expanding 
consumption of petroleum and natural 
gas, together with the long-range de- 
fense program, will not permit their 
diversion for power generation. The 
other sources of fuel, as Bureau of 
Mines experts testify, are so far from 
the stage of low-cost production that 
their use for any commercial purpose 
is not feasible. 

“There are, however,” the dream 
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document adds, “other sources of 
power which research may bring into 
the realm of practicability. The more 
important of these in the basin are 
wind power and atomic energy. An- 
other possible source of power is the 
use of direct solar energy.” 

Basin residents and property own- 
ers, who suffer now from sharp, sea- 
sonal fluctuations of a surplus or 
shortage of sun, rain, snow, and wind, 
may be pardoned for their formal peti- 
tions and protests against even more 
hazardous dependency on and sub 
jugation to the visionary harnessing 
of these ungovernable elements. 


g pros other suggested power sources 
lead responsible engineers to lift 
their eyes from their more practical 
blueprints. The report emphasizes that 
the important and sure supplies of 
energy consist of water power from 
Montana, Wyoming, and Colorado on 
the western rim of the basin, and com- 
mercial coal from Illinois, Kentucky, 
West Virginia. It is from these two 
areas, both of which lie outside the 
basin proper, that “importations” 
would come. But the distance between 
the two power-producing rims is 800 
miles, which would make transmission 
to the interior of the region highly 
impractical from an economic and en- 
gineering standpoint. 

These factual citations from the 
Warne report make it appallingly evi- 
dent that the proposed development 
is not a “water power” program, al- 
though it has been advanced and ad- 
vertised as nothing more than an ex- 
tension of Truman-Chapman-Straus 
policies in this field. By the same rea- 
soning, an automobile might be de- 
scribed as descendant of the dinosaur. 
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The Economics of Fuel Development 


“|. . the nation’s normal and expanding consumption of petroleum 
and natural gas, together with the long-range defense program, will not 
permit their diversion for power generation. The other sources of fuel, 
as Bureau of Mines experts testify, are so far from the stage of low-cost 
production that their use for any commercial purpose ts not feasible.” 





An analysis of the supposed need 
and demand for vast amounts of new 
power in this region, as well as its 
economic advantages, casts grave 
doubt on the agency’s rosy prophecies. 
Unlike the Tennessee valley, the Mis- 
souri basin is the breadbasket of the 
nation. In the western section, through 
the aid of irrigation and rainfall, the 
products are mainly animal feed, live- 
stock, and small crops. On the semi- 
arid plains, the principal crops are 
wheat and corn. The basin contains 
more than one-fourth of the coun- 
try’s harvested acreage. 

This accent on agriculture deter- 
mines industrial trends. In 1939, and 
the ratio has increased in the inter- 
vening years, the processing of the 
region’s food and kindred crops— 
grains, cattle, timber, wool, hides— 
comprised 40 per cent of al] manufac- 
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turing. Save for these strictly local 
enterprises, as the Warne report 
notes, high transportation costs and 
the lack of a large or potential local 
market had deterred general indus- 
trial expansion. The major portion of 
the products grown and processed are 
shipped to distant consuming centers. 
It is an area of surpluses and ship- 
ments. 


_ if Messrs. Chapman and 
Warne could provide cheap pow- 
er for industrial use, a dubious pros- 
pect in view of the facts set forth in 
their blueprint, it would hardly stim- 
ulate agriculture or industrial growth. 
The amount of power required in 
these processing plants, which employ 
only thirty-five to fifty men each, is 
negligible. Any saving on power, 
which constitutes only 20 per cent of 
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production costs, would be offset by 
high freight charges on long hauls to 
market. The Warne report recognizes 
this dilemma. It says: 

“High transportation costs and the 
absence of local markets are deter- 
rents to industrial activity.” 

With characteristic optimism, the 
report suggests that these admitted 
barriers to development may disap- 
pear. The facts fail to concur. Infla- 
tionary trends since outbreak of the 
Korean “police action” in June, 1950, 
have forced the Interstate Commerce 
Commission to grant five increases in 
freight rates, and there are petitions 
for further relief before that body. 
Transportation costs are on the up- 
grade. 

Census and Agriculture figures be- 
lie anticipations of expanding local 
markets. They show a steady drop in 
population and a decrease in the num- 
ber of farms, with no indication that 
this movement to the cities and mech- 
anization of agricultural production 
will be reversed. Per capita income 
ranges from 20 to 30 per cent below 
the national average, although Fed- 
eral support of farm prices has 
brought some improvement. 

Official calculations on future re- 
quirements of power rely on an equal- 
ly unsound foundation. Noting that 
the demand for electricity has doubled 
each ten years since 1935, the report 
estimates that there will be a “5 per 
cent year-to-year increase from 1950 
to 1960.” This reliance on 1935-1950 
expansion as an accurate indication of 
future growth may be faulty for ob- 
vious reasons. 


| han 1935 to 1940 this section was 
still suffering from a depression 
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hangover, and could not afford elec. 
tric luxuries or necessities in volume. 
From 1940 to 1947 World War II re. 
strictions and postwar shortages pre- 
vented any civilian production and ex- 
pansion except that essential for na- 
tional defense and reconstruction. In 
the last five years, with a backlog of 
wartime savings plus cheap and tech- 
nologically improved appliances on 
the market, industry and individuals 
met their needs in these lines. Al- 
though increased consumption of 
power in the basin is to be expected, 
there is no evidence that future de- 
mand will match Interior estimates. 


oie Warne chapter on “potential” 
development of the basin’s min- 
eral wealth through application of 
“cheap” Federal power is as fantastic 
as the sections already analyzed. It has 
an Alice-in-Wonderland quality. It 
foresees the more intensive mining of 
phosphates and chromite reserves in 
Montana and Wyoming, manganese 
in South Dakota, iron ore and magnet- 
ite in Wyoming, bauxite and high 
alumina clay in Minnesota, Missouri, 
and Colorado. It lists such other prod- 
ucts, although many lie in “contigu- 
ous areas,” not in the basin itself, as 
a hodgepodge of bentonite, gypsum, 
vermiculite, gold, silver, lead, zinc, 
copper, limestone, cement, feldspar, 
vanadium, molybdenum, and sulphur. 
The prospectus glitters like the lyrics 
on the western hemisphere’s riches 
which Columbus read to Ferdinand 
and Isabella. 

In the first place, most of these 
minerals are now under private de- 
velopment, wherever the extraction 
and commercialization are feasible 
and profitable. The great and small 
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companies which have scoured this 
region for more than seventy-five 
years have overlooked no buried treas- 
ure. As of today, they are not con- 
scious of any scarcity of power. Even 
if they were, the more profitable prop- 
erties are located largely on the cir- 
cumference of the basin, or outside it, 
and so inaccessible to the proposed 
Federal power system that they would 
not benefit from it. Otherwise, they 
would not be among the principal ob- 
jectors to this invasion. 


M importantly, the Warne trea- 
tise admits again and again that 
these “potential” ores and minerals 
are of such low-grade and high-cost 
quality that production on a large- 
scale, commercial basis is not now 
foreseeable; it would not be practical 
or desirable from any standpoint. But 
if, as the Warne document suggests, 
domestic and foreign crises become so 
aggravated as to make development 
of these poor ores worth while, this 
same inflation of all costs and values 
would offset all the economic advan- 
tages advanced as a reason for Fed- 
eral exploitation of the basin. 
Indeed, an apologetic note creeps 
into the Warne discussion of Federal 
mining prospects. Referring to South 
Dakota’s reserves of low-grade man- 
ganese, it says that “economical re- 
covery of these deposits is a possi- 
bility with improved technology and 
higher prices.” It admits that iron ore 


deposits in Wyoming and Montana 
are “small,” while the “quantity and 
quality of all the reserves are not 
known.” As to titaniferous magnetite 
in South Dakota, it concedes that “the 
deposit has not been attractive for 
commercial development.” In a gen- 
eral description of these widely scat- 
tered and commercially unattractive 
ores, it concludes that “world condi- 
tions may be the controlling factor 
with respect to their development.” 
Translated into layman’s language, 
this means that a continued crisis 
threatening the nation’s security 
would force us to extract these critical 
and essential materials without regard 
to the cost. 

In short, successful and profitable 
exploitation of the basin under the 
Chapman-Straus theories would de- 
pend on the presence of such imagi- 
nary and inexact factors as (1) low- 
cost power; (2) complete revision of 
the nation’s delicate freight rate struc- 
ture; (3) reversal of the outward 
flow of population; (4) the attraction 
of a large, local working force and 
consumers’ market; (5) technological 
improvements in the processing of 
foods and minerals so as to lower pro- 
duction costs; (6) a World War III 
or such a prolonged semistate of war 
that sound financial and business 
principles will be discarded. 


' I HE Warne report’s most peculiar 
feature, perhaps, is its complete 


complete silence on the future relationship, if any, between 


q “THE Warne report's most peculiar feature, perhaps, is its 


the proposed vast Federal empire and the existing private 
utility companies which have served the area since it was 
first settled.” 
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silence on the future relationship, if 
any, between the proposed vast Fed- 
eral empire and the existing private 
utility companies which have served 
this area since it was first settled. In 
this connection, the predicament of 
the Union Electric Company of Mis- 
souri, as one of many similarly 
situated firms, deserves consideration. 
Union Electric operates in St. Louis 
and the southeastern and north-cen- 
tral parts of Missouri, where there 
are admittedly limited hydroelectric 
resources. It is in this section that the 
Interior planners, as they admit, would 
have to rely on thermal-electric plants 
and “importations” from outside the 
basin. 

Union Electric has expanded pro- 
gressively to meet its customers’ 
needs. In 1950 it joined with four 
other firms to furnish power to a new 
atomic center at Paducah, Kentucky, 
under a 25-year contract. It has stepped 
up a 15-year building program that 
calls for new facilities costing $400,- 
000,000. 

It has also bought other com- 
panies or entered into lease arrange- 
ments with them so as to accommodate 
an expanding market extending from 
St. Louis to Kansas City. It has low- 


ered rates as conditions warranted to 
its 488,000 industrial and 434,000 in- 
dividual customers (1950 figures). 

In 1950 it had a gross income of 
$71,790,000, which was distributed as 
follows : wages and employee benefits, 
$18,785,000; local, state, and Federal 
taxes, $13,132,000; fuel, materials, 
and other expenses, $14,669,000 ; pro- 
vision for replacement of property, 
$7,736,000; interest costs, $4,408,000; 
preferred dividends, $2,164,000; com- 
mon dividends, $10,588,000; reserve, 
$1,956,000. The investment in prop- 
erty and plant totaled $402,378,000. 

Nowhere in the federalists’ dream- 
book is there any mention or thought 
of Union Electric’s fate. Yet it is typi- 
cal of private utilities everywhere that 
would be driven out of business or 
forced to sell at almost confiscatory 
prices, if the 15-basin program were 
ever put into effect in accord with the 
specifications for the Missouri river 
basin. In other words, going enter- 
prises that furnish satisfactory service, 
provide direct and indirect employ- 
ment, pay heavy taxes on property and 
profits, and bulwark the American sys- 
tem of free enterprise, would be de- 
stroyed at taxpayers’ expense to make 
a holiday for the bureaucrats. 





at oy of our people who abhor Communism and 
all its works unwittingly pursue courses identical, in 
their early stages at least, with those which ardent but non- 
revolutionary Socialists would heartily approve as preliminary 
measures. And it is a commonplace that Socialism is the halfway 
house on the road to totalitarian Communism. Americans 
of the ultraliberal persuasion, if challenged on the ultimate 
drift of the ‘social gains’ they espouse, would doubtless reply 
that a little Socialism is a good thing and that we can easily 
have as much or as little of it as we choose.” 
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—EDpDITORIAL STATEMENT, 
The Wall Street Journal. 
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The Heat Pump Up to Date 


The next big step in the way of general utilization of 
electricity by the public will come with the heat 
pump—an electric device for heating homes and 
factories through the thermal temperature of sub- 
terranean elements, especially water. 


By JOHN P. CALLAHAN* 


ENTION the heat pump to a util- 
M ity man today and you pre- 

cipitate a conjectural conver- 
sation that could run on for hours. 
Prior to World War II one heard a 
lot of wishful thinking about that year- 
round heating and cooling phenome- 
non, but, like hundreds of other field 
and laboratory projects, its develop- 
ment for widespread use was stopped 
for half a decade. 

Then, after the war, removal of heat 
pump production bugs had to wait un- 
til the numerous lines of electric appli- 
ance production began to roll again to 
fill an almost insatiable demand for 
irons, toasters, vacuum cleaners, wash- 
ing machines, and other indispensable 
work savers for the housewife. 

Now that part, if not all of the war- 
born demands, has been met, the manu- 
facturers are looking over improved 


*Professional writer on the staff of The 
New York Times. 
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mock-ups and field units of advanced 
designs of the heat pump. 

This year-round air-conditioning 
unit has been under experiment for 
about twenty years. What have been 
the reactions to tests? Depending on 
the source of your inquiry, they range 
from enthusiastic praise by manufac- 
turers and a tempered optimism by 
most utility companies to doubt that 
the heat pump could compete, now, 
with other fuels. 

But, on total, it would appear that 
“heat pump” is a phrase, or name, that 
soon will be part of the year-round air 
conditioning man’s lexicon. One basis 
for drawing a conclusion might be the 
fact that there are 1,000 to 1,500 heat 
pumps in operation today in 36 states. 
(See Table A, page 162.) 

By way of background for forward- 
looking analysis, let us explore the fol- 
lowing points: (1) What is the heat 
pump? (2) How does it work? (3) 
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What is its history? (4) What do tests 
show, including the manufacturers’ 
and utilities’ exploratory work? (5) 
What does it cost? (6) How will it 
affect power supply? (7) What is the 
consensus of reaction? 


What Is the Heat Pump? 


iy is nothing more than the reverse 
operation of a compression type 
refrigeration system, with provisions 
incorporated i in the design to put to use 
heat given up by the condenser, in- 
stead of discarding it. 


* 
TABLE A 
Heat Pump Installations As of 
March 31, 1952 
Resi- Commer- 
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Totals 36 states . 
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The unit’s name derives from the 
fact that the heat absorbed at a low. 
temperature level is raised or pumped 
to a higher level. 


How Does It Work? 


Fe the less technical among us, 
there is an elementary explanation 
designed to help us to better under- 
stand the heat pump. 

If you moisten your hand with al- 
cohol, it feels cool. Why? Because the 
alcohol evaporates rapidly and carries 
with it heat from your skin. Water has 
the same effect but not so marked be- 
cause of the slow rate of evaporation. 
So, in mechanical refrigerators the 
manufacturer uses some liquid that 
boils at a very low temperature. Sul- 
phur dioxide will boil at 14 degrees 
above zero, ammonia at 27 degrees be- 
low zero. 

Now, applying that explanation, in 
a mechanical refrigerator a low-boil- 
ing liquid evaporates in a coil. As it 
does, heat is absorbed from the air in 
the refrigerator’s compartments and 
chills them. The exposed coil is soon 
coated with ice which shows that the 
moisture in the air of the compartment 
has been frozen. 

When the liquid in the coil has been 
expanded into a gas it is compressed by 
an electric motor. The compression 
changes the gas into a liquid and the 
liquid becomes warm again so that 
more heat is generated. As the liquid 
expands and vaporizes the heat is again 
given off. So the cycle is repeated over 
and over again and in the repetition 
much heat is juggled. In a heat pump 
we save this heat taken from air (water 
would do just as well as a source of the 
heat) and we send it through the house. 

There are four basic designs of heat 
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THE HEAT PUMP UP TO DATE 


pump : air-to-air ; air-to-liquid ; water- 
to-water; and water-to-air. Mention 
of them brings up reference to energy 
sources: air, water, earth, and solar 
energy. The last captures the imagina- 
tion. 

But let us briefly consider each of 
the first three. The selection of a heat 
source is influenced by factors that in- 
clude geographic location, weather 
conditions, and initial cost. 


x From the standpoint of avail- 
ability, air is an economical 
source of heat. However, many sec- 
tions of the United States have wide 
fluctuations in weather. When air is 
used as a heat source there frequently 
is the possibility of frost accumulating 
on the heat-absorbing outdoor coils. 
Despite such limitations, air is being 
used satisfactorily as the heat source 
in many locations. 

A solution to the problem of deliver- 
ing maximum heat when outdoor tem- 
perature is at a minimum may be the 
storage idea. Very briefly, a tank or 
container is charged with heat during 
periods of mild weather for use when 
outdoor temperature is very low. 

General Electric, a pioneer in the 
heat pump field twenty years ago, is 
manufacturing heat pumps that use 
air-to-air. The reasons are, first, that 
air is universally available. Water, for 
example, is not, as we will explain fur- 
ther on. Also, there is the job of dig- 
ging wells in many areas where the 
heat pump is installed. The equipment 


for an air-to-air heat pump system may 
cost more, but, manufacturers of such 
units say, it actually is cheaper in the 
long run because it does not require the 
sometimes costly dependence on water 


supply. 


, *  heimen With a temperature of 50 
degrees or higher, water is poten- 
tially a satisfactory source if it is 
chemically suitable and does not re- 
quire extensive treatment or the use of 
expensive metals. Its ultimate disposal 
may pose a problem. Well water, lakes, 
rivers, water discharged from manu- 
facturing processes, or any other sup- 
ply where the temperature is too low 
for direct utilization, is usable. The 
chief disadvantage of well water—and 
this should be remembered by persons 
in rural areas who are considering 
water as a heat pump source—are un- 
certainty of supply and cost of drilling 
and maintenance. Disposal problems 
are significant because the heat pump 
is a once-through system that requires 
great quantities of water. Some cities 
have restrictions of discharge of large 
quantities of water into sewage sys- 
tems. 

Also, according to city expansion 
plans, it is not unreasonable to ex- 
pect that with water supply and usage 
growing acute there will be restric- 
tions, such as those ordered by some 
state regulatory bodies, that ground 
water from wells be conserved by re- 
turning it to the ground whenever it is 
used for comfort cooling. 


e 


air-to-liquid; water-to-water; and water-to-air. Mention 


q “THERE are four basic designs of heat pump: air-to-air; 


of them brings up reference to energy sources: air, water, 
earth, and solar energy. The last captures the imagination.” 
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gage Installations of coils in earth 
as a heat source use 200 to 400 
feet of 3- to 2-inch embedded pipe per 
15,000 sru hours of delivered heat. 
Moisture migration is a significant fac- 
tor affecting the ability of soils to con- 
duct heat. 

The earth is the most universal 
source of heat. A cylinder of earth 30 
feet in diameter and a 100 feet deep 
will give up 28 billion stu if its tem- 
perature is lowered 10 degrees. If one 
assumes a 100-foot depth, and a heat 
pump unit delivery of 50,000 sru 
hours operating an average of 20 per 
cent of the time over a 5-month heat- 
ing season, the 10-degree drop in the 
30-foot cylinder would supply the heat 
needed for an entire heating season if 
no heat flowed into the region. 

The sun, whose temperature is about 
6,000 degrees, supplies light, heat, and 
energy for all members of the solar sys- 
tem. It has been estimated by scientific 
authorities that the energy from the 
sun would melt a sphere of ice as large 
as the earth in 16.6 minutes. The earth 
intercepts only an infinitesimal part of 
the sun’s energy, but it has been 
claimed that the average amount re- 
ceived at the earth’s surface is 646,000 
horsepower for every square mile of 
the globe we live on. 


ene energy, at sufficiently high- 
temperature levels, has been col- 
lected in a number of installations in 


Florida, California, Indianapolis, 
Colorado, and Massachusetts to per- 
mit direct utilization for comfort heat- 
ing and for domestic hot water heat- 
ing. The minimum temperature for di- 
rect utilization is 120 degrees. 
Relatively high collection efficiency 
can only be obtained on a clear or 
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slightly cloudy day, unless the energy 
is collected at a low-temperature differ. 
ence. The low-temperature difference 
can be effectively maintained with , 
heat pump in which the evaporator or 
heat-absorbing surface, maintained at 
about 50 degrees, serves as the col- 
lector plate. A solar heat pump is un- 
der test at the Ohio Power Company's 
Philip Sporn plant and at the Graham 
station in West Virginia of the Ap- 
palachian Electric Power Company. 


What Is Its History? 


oo idea of using an engine for 
transforming quantities of low- 
temperature heat to a higher tempera- 
ture was advanced in 1852. Lord Kel- 
vin (William Thomson) presented be- 
fore the Glasgow Philosophical So- 
ciety, a paper on the economy of heat- 
ing or cooling buildings by currents of 
air. He proposed to expand outside air 
in a cylinder and then pass the low- 
temperature, low-pressure air through 
a coil which was subjected to the out- 
side air. The low-pressure air would be 
heated up to the approximate outside 
air temperature and then passed to a 
compression cylinder to be compressed 
back to atmospheric pressure. Its tem- 
perature would be raised well above 
the outdoor temperature and delivered 
to the room. 

In the cooling cycle the outdoor air 
would first be compressed and then 
passed through a coil subjected to out- 
side air temperatures. The cooled, com- 
pressed air would pass to an expansion 
cylinder, and the expanded air passing 
to the living quarters would be well be- 
low outside temperatures. The addi- 
tional energy for making these trans- 
formations would be supplied by a 
steam engine. This type of system be- 
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War Stymied the Heat Pump 


6 ren the heat pump to a utility man today and you per- 

cipitate a conjectural conversation that could run on for hours. 

Prior to World War II one heard a lot of wishful thinking about the 

year-round heating and cooling phenomenon, but, like hundreds of 

other field and laboratory projects, its development for widespread use 
was stopped for half a decade.” 





came known as the Open Cycle Air 
Machine. 

In 1877, J. J. Coleman, who had 
been consulted by the Bell shipping 
interests on mechanically refrigerat- 
ing meat during overseas transit, dis- 
cussed the problem with Lord Kelvin 
and, as a result of that meeting, Mr. 
Coleman devised a form of refrigerat- 
ing machine later known as the Bell- 
Coleman refrigerating machine. This 
type of machine, used successfully in 
England, had as its main features, sub- 
stantially those advanced by Lord Kel- 
vin in his paper of 1852. 

The first application of the heat 
pump appears to have been made in 
England shortly after World War I. 
The installations were industrial. 
Compressors were used to provide heat 
for drying or concentrating chemicals, 
sugar, and paper. As heat source, some 
of the installations used waste liquids 
or air having higher temperatures, 
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however, than outside air or water. 


HE use of mechanical devices to 
heat or to cool buildings did not 
become popular until electric energy 
became available at low cost. Summer 
air-conditioning installations began to 
grow in the 1920’s. However, most of 
these installations were limited to pub- 
lic meeting places and processing 
rooms, and it was not until the late thir- 
ties that any consideration was given 
to cooling homes. Most of the domestic 
applications were limited to unit air 
conditioners, cooling only one room. 
The use of mechanical devices for 
cooling stimulated experiments on 
mechanical heating. In 1927, T. G. N. 
Haldane made an actual experimental 
application in his home in Scotland. 
The equipment included a 5-kilowatt 
motor-driven compressor, an outdoor 
evaporator, and a condenser mounted 
in a duct supplying the living quarters. 
JULY 31, 1952 
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That installation was equipped with 
valves in the refrigerant lines, so that 
the flow of the refrigerant could be re- 
versed for cooling, enabling the evapo- 
rator and condenser to switch. 

In the early thirties, American engi- 
neers, co-operating with utilities, 
started experimenting with heat pumps 
for heating and cooling both homes and 
offices. One of the first large commer- 
cial installations was in the offices of 
the Southern California Edison Com- 
pany, in Los Angeles, where the vol- 
ume conditioned was 3,800,000 cubic 
feet. Outside air was used as a heat 
source. With a minimum temperature 
limit of 42 degrees, the heat pump 
could supply full heating requirements. 
Electric resistors were used for supple- 
mental heating whenever the outside 
temperature fell below 42 degrees. 


| priees early installation, using air 

as a heat source, was that of the 
General Electric Company twenty 
years ago in an average-sized family 
dwelling in Salem, New Jersey. The 
unit, according to latest reports, is still 
functioning satisfactorily. 

During the decade through 1940, in- 
stallations were made throughout the 
United States with a few in foreign 
countries, most of them sponsored by 
utilities and a few by manufacturers. 
In most cases some form of supple- 
mental heating was provided for severe 
weather. 

With reference to work on the heat 
pump abroad, development of it was 
given impetus in Switzerland by three 
factors: (1) wartime fuel shortages; 
(2) high-cost fuel; and (3) abundant 
water supply. 

In the United States, the second 
world war retarded the experimental 
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installations of the heat pump, al- 
though engineers were working on de- 
velopment problems. On the other j 
hand, there were many conditions that 
favored use of the heat pump in the 
United States over Switzerland. 

They included: (1) In Switzerland 
the high initial or first cost of a heat 
pump has to be supported entirely by 
the winter heat load, whereas in the 
United States it can be prorated overa 
full year’s operations. (2) The low 
winter temperature of the water 
sources used in Switzerland reduces 
the operating efficiency just at a time 
when maximum output is required. If 
a ground source of heat were devel- 
oped in the United States the operating 
efficiency could be kept relatively high 
throughout the entire year. 


What Do Tests Show? 


| i a report on a 2-year experiment 
with the heat pump, Philip Sporn, 
president of the American Gas & Elec- 
tric Company, and E. R. Ambrose, an 
engineer of that utility, said it seemed 
to them “reasonable to expect that the 
number of heat pump installations will 
increase materially as engineers, archi- 
tects, and contractors become more fa- 
miliar with their many desirable fea- 
tures and with the various possible 
operating cycles.” 

Perhaps one of the most important 
statements in their comprehensive de- 
scription of the experiment was that 
in which they said the “actual energy 
consumption during the heating cycle 
indicates that the operating cost of a 
heat pump system, using air as a heat 
source, is competitive with other fuels 
in the Roanoke (Virginia) area.” 

Another statement about the heat 
pump being competitive with other 
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heating installations has been made by 
A. C. Crandall of the Indianapolis 
Power & Light Company. According 
to him, tests made there during the 8- 
month heating period through May 31, 
1946, showed the heat pump fared well 
in a test. The installation was operated 
in a one-story, 5-room house. Using 
heat from the earth the heat pump put 
into the house 34 to 4 times the equiva- 
lent heat used by electric equipment, 
“making possible a reasonable cost for 
heating with electricity.” The house 
measured 31 by 28 feet, and the first 
floor had 6,944 cubic feet of space. The 
wall exposure was 944 square feet, and 
the glass surface, 151 square feet. 

The 350 to 400 per cent of heat de- 
livered from the energy used per opera- 
tion compared to the average fuel fur- 
nace delivery of about 50 to 60 per cent 
of the heat in the fuel. Total electric 
consumption for the eight months was 
6,375 kilowatt hours, of which 6,013 
were used by the 3-horsepower motor 
drive on the compressor, and 334 kilo- 
watt hours by the one-half horsepower 
blower fan. Nine tons of coal were 
used during the 1943-1944 winter, be- 
fore the house was insulated. 

Using a heat loss coefficient minus 
10 to 70 degrees, and one-half air 
change infiltration, the total radiation 
required was 38,193 stu per hour, and 
11,472 sru per degree day. Estimates 
for other means of heating for the 
1945-1946 heating season in that house 
were: 11,213 pounds of coal; 196,220 


cubic feet of (570 stu) gas; or 785 
gallons of oil. 


NE of the most notably contrasting 
characteristics of the heat pump 
system is the location of equipment. 
In the Appalachian Electric Power 
Company’s office building, with its 
87,600 square feet of floor space, the 
outdoor air coils are in the penthouse 
atop the sixth floor. The outdoor air 
fans which are on the penthouse roof 
discharge the outdoor air vertically 
downward through the coils, then back 
to the outside. Basement storage tanks 
charged with warm or cold water, de- 
pending on the season, provide practi- 
cal compressor selection. 

The Appalachian heat pump con- 
sists of three 75-horsepower recipro- 
cating Freon 12 compressors, each 
with its own heat dissipating and heat 
absorbing surfaces, and so arranged 
to give three independent systems. 

Tests also have shown that the heat 
pump equipment required little main- 
tenance and service during a 2-year pe- 
riod. There was some trouble with 
compressor shafts seals after the sys- 
tem began operating, also gasket and 
refrigerant leaks and the performance 
of 4-way valves. These difficulties, due 
to pioneer type of equipment, were 
soon eliminated. 


What Does It Cost? 


iy we assume an operating efficiency 
of 65 per cent for a conventional 


e 


pump take a large part of the heating market away from 


q “Just as oil cut into the coal market, so, too, will the heat 


both of those fuels. The manufacturers are proving they 
can do it, the utilities will find the electricity to power them, 
and the customers are waiting.” 
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house-heating system, and a heat pump 
coefficient of performance of 4.5, the 
heat pump, using 1-cent per kilowatt 
hour electricity, is fully competitive 
with coal at $11 a ton, and oil at 5 cents 
to 6 cents a gallon. At 14-cent electric- 
ity, the heat pump can compete with 
$16 coal and 8-cent-a-gallon oil; and 
with 2-cent electricity, it is equal to 
$20 coal and 10-cent oil. These figures 
merely represent the operating cost 
and do not reflect the many advantages 
of using a fireless furnace. 

While most electric rate schedules 
designed for residential users do not 
go as low as one cent per kilowatt hour, 
there seems, at least to some observers 
within the power and light industry, no 
reason why they should not, in view 
of the much larger electric consump- 
tion that would result from heat pump 
use. 

In Philadelphia an official of the 
utility company there has said that 
with the last block of the rate at 1.65 
cents in that city, and 1.9 cents in the 
suburban area, the heat pump would 
be competitive with gas at 50 cents a 
thousand feet. Up to 50 per cent satu- 
ration of the heat pump in that terri- 
tory, the utility company would be able 
to make a reasonable return on all of 
the investment applicable to it of 5 or 
6 per cent. 

But looking at the picture nationally 
there seems to be few areas where the 
heat pump is being used, or can be 
justified, on a cost basis with coal, oil, 
or gas. 

Electric energy is under a great 
handicap because of cost of distribu- 
tion system that is required to supply 
power on a 1-to-1 conversion basis. 
Steam-generated electricity has the 
further disadvantage because of low 
JULY 31, 1952 


conversion efficiency of power plant 
(about 29 per cent as compared with 
50 to 80 for direct-fired heat). 


M* AMBROSE, from whose paper 
the preceding paragraph was ex- 
cerpted and paraphrased, has said the 
heat pump offers a way of eliminating 
the handicap that electric energy is un- | 
der when it attempts to enter residen- 
tial or commercial heating fields on a 
straight energy conversion basis by 
furnishing 3 to 5 kilowatt hours of 
equivalent heat for each kilowatt hour 
of energy used. This makes possible 
and wholly practicable, Mr. Ambrose’s 
studies find, the supplying of electric 
heating service to residential and com- 
mercial establishments without sacri- 
ficing any of the advantages of electric 
resistance heating. 

While there are several manufac- 
turers of heat pump systems, including 
General Electric, Westinghouse, the 
Frigidaire division of General Motors, 
the Muncie Gear Works, Typhoon Air 
Conditioning, and Drayer-Hanson, 
Inc., few are yet publicizing their 
wares or the cost of them. Research is 
going on intensively, and competition 
is keen preparatory, they all hope, to 
eventual mass production. 

Visiting the General Electric Com- 
pany’s Bloomfield, New Jersey, plant, 
where the heat pump activity is con- 
centrated, one would come away with 
this impression: This largest of the 
electrical equipment manufacturers is 
planning great things for its heat pump 
division. 

Maybe GE will not put up a special 
heat pump plant next fall nor the heat- 
ing season after that, but if the well- 
founded optimism continues, there is 
a good chance that something will be 
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Electricity Spurred All Air Conditioning 


“Te use of mechanical devices to heat or to cool buildings did 
not become popular until electric energy became available at 
alow cost. Summer air-conditioning installations began to grow in the 
1920’s. However, most of these installations were limited to public 
meeting places and processing rooms, and it was not until the late 
thirties that any consideration was given to cooling homes.” 





cooking, literally, by 1955-1956. Ex- 
cept for generalities, there’s little one 
can learn about the company’s produc- 
tion schedule and the price of the heat 
pump. 

But this much we know: GE, work- 
ing quietly like its competitors, is turn- 
ing out a heat pump system, using air 
as its heat source, at the rate of “‘at 
least several hundred a year.” This 
writer heard very tentative estimates 
of the cost of a unit for a 5- or 6-room 
house running between $3,000 and $,- 
000. A larger, 8-room house installa- 
tion might cost about $4,500. 


pees indication of cost also was ob- 
tained from the Chattanooga Elec- 
tric Power Board of Tennessee. This, 
however, was in the latter part of 1946. 
But, again, it could be current infor- 
mation because of heat pump progress 
still going on at a comparative snail’s 
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pace in the American production scene. 
The cost of five installations there 
averaged $2,100 each, the price total 
arrived at this way: The unit cost $1,- 
000; well, $600; duct or sheet metal 
work, $250; plumbing, electric work, 
and masonry and miscellaneous related 
work, $250. 

C. B. Osborne, the board’s sales 
manager, said then that the kilowatt 
consumption of the 3-horsepower heat 
pump installation in his own 6-room 
brick house with an hourly Btu heat 
loss of 66,000 would be under 5,000 
kilowatt hours for a heating season. He 
added : “On our rates, or at an average 
of 6 mills per kilowatt hour, my sea- 
son’s heating cost should be roughly 
$30.” In May, 1947, he said that from 
November, 1946, through April, 1947, 
his installation required 8,651 kilowatt 
hours, and declared he was “‘complete- 
ly sold on it.” 

JULY 31, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


M. M. Smith, of the Muncie Gear 
Works, Inc., has said that “in time” 
we would see installations for $1,000 
and that his firm was planning mass 
production of heat pump units for 
small houses at a cost of $600. 

That Indiana firm’s records show 
installations of a heat pump in a Mun- 
cie house that used 8,070 kilowatt 
hours from November 27, 1944, to 
June 11, 1945. The one-story structure 
was kept at 78 degrees day and night 
for the seven months. Estimates for 
the same type of house in several other 
cities, based on degree days for a full 
year with normal 72-degree day set- 
ting and 68 night setting was: In- 
dianapolis, 7,947 kilowatt hours ; Min- 
neapolis, 11,755; Denver, 8,811; San 
Francisco, 4,896 ; New Orleans, 1,536; 
and New York city, 8,020 kilowatt 
hours. Mr. Sporn has said that in an 
average well-built 6-room home in 
Pittsburgh, a heat pump would re- 
quire 8,900 kilowatt hours for heating 
and 2,000 kilowatt hours for cooling. 
At 1-cent electricity it would cost $109 
year-round. 


How Will It Affect Power Supply? 


O* the power supply, a guest speaker 
at the Edison Electric Institute’s 


1947 convention in Atlantic City, New 
Jersey, said, on June 2nd, that the aver- 
age annual residential kilowatt-hour 
consumption at that time of 1,200 
would soar to about 10,000 “within a 
brief period.” Well, of course, that 
hasn’t happened yet. But in the light 
of subsequent reduced power reserve 
margins, it has been a sort of night- 
marish thought for the men who heard 
it five years ago. It might even happen 
some day! 

Speaking the mind of most utility 
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men who have known nothing but ex- 
pansion as regards power supply, Mr. 
Ambrose said quite recently that 
American Gas & Electric would “meet 
demands” for additional electricity. 
He emphasized that the industry was 
in the midst of an expansion program 
that would continue indefinitely, or as 
long as the demand warranted it. 

What’s the national demand like? In 
1940, total residential consumption of 
fuel for heating was 5,038 trillion 
BTU, but of that amount only 47 per 
cent was useful in actual heating of 
homes, while 53 per cent escaped 
through the chimney. The total fuel 
bill that year (it is a good prewar year 
for our comparison purpose) was esti- 
mated, conservatively, at $1,682,000,- 
000, of which more than half went up 
in smoke. 

The average home owner probably 
has no idea how wasteful and uneco- 
nomical a furnace can be. The annual 
useful heat was 2,382 trillion stv. In 
terms of electricity, this represented 
697 billion kilow . tt hours. 

When we stoy ‘0 consider that total 
sales of electricity for residential con- 
sumption five years later—in 1945— 
was 34 billion kilowatt hours, we can 
see how potentially important this heat 
pump load could be to the utilities. 
AS a potential load factor for the 

utilities, the heat pump offers a 
profitable residential load exceeding 
many times the present residential elec- 
tric energy consumption of all other 
electric appliances combined. 

In 1940, there was an estimated 34,- 
000,000 heating installations in the 
United States using about 2,382 tril- 
lion Btu of useful heat which, when 
converted into equivalent electric en- 
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gy units represent annually 697 bil- 
on kilowatt hours. This means a 4 per 
nt saturation of heating customers 
ith heat pumps would approximately 
hual total residential electric con- 
imption for 1944. (It was 29.7 bil- 
pn kilowatt hours that year.) 
In Seattle, Washington, where the 
wnicipality owns the lighting and 
bwer system, the sale of heat pumps 
being discouraged for two reasons, 
cording to A. W. Ames of Seattle 
y light: (1) the high-cost factor for 
be consumer; and (2) the “acute 
hortage—so acute that no large load 
the order of, say, 50,000 kilowatt 
burs, could be taken on at once. All 
ailable electric energy remaining 
resumably he meant after customers’ 
dinary power demands are met] 
ould go toward industrial develop- 
ent, construction, and creation of the 
neral welfare, rather than the neces- 
ty comfort which may be had by 
her means.” 


hat Is the Consensus of Reaction? 


ERE is what the dubious say, sub- 
stantially, about the heat pump: 
oubtful if electricity could be profit- 
bly sold at one cent or even 14 cents 
kilowatt hour to carry the heat pump 
ad. It has a poor diversity factor. 
eutility’s policy may be retention of 
wnership of the units. In this way, 
is utility thinks that it could regulate 
eration beneficially. 
Another point heard against the 
at pump came from a utility official 
ho said recently that the present in- 
rllation cost usually is 10 per cent to 
per cent of the total cost. Residen- 
pl use for some time to come un- 


doubtedly will be in relatively high- 
cost homes. 

Finally, on this score, the world’s 
largest utility company, the Consoli- 
dated Edison Company of New York, 
Inc., recently got rid of one of its three 
heat pumps that were under test and 
study. The utility said: “They are not 
suited to this locality.” 

But indicative of the hopes and ex- 
pectations for the heat pump, here is 
one quotation that might tend to off- 
set the remarks of the pessimists. It 
was voiced by Mr. Sporn who told a 
group of utility men in a Birmingham 
meeting not too many summers ago: 
“I know of no development that will 
affect the power and light industry as 
will this project, the heat pump.” 

And a General Electric salesman 
said, eight years ago: “it is not im- 
possible to imagine that heat pumps 
may some day be required just from 
the point of view of conservation of 
national fuel sources.” 


Wwe of the two schools the op- 
timists have much the greater 
reason for their stand. Ona year-round 
basis, the heat pump is competitive. As 
time goes on, accompanied by the 
fruits of the intensive research being 
conducted by manufacturers and by 
utility companies, it will become more 
apparent that a new era of heating is 
about to begin. It’s too early to say that 
it has arrived. Just as oil cut into the 
coal market, so, too, will the heat 
pump take a large part of the heating 
market away from both of those fuels. 
The manufacturers are proving they 
can do it, the utilities will find the 
electricity to power them, and the cus- 
tomers are waiting. 
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The Power Issue—Up or Down? 


ANDIDATE Eisenhower apparently 

does not intend to be diverted in 
the forthcoming campaign from his main 
theme of “turning the rascals out” by 
any extended discussion of public power 
policy. Prior to the Republican conven- 
tion the General announced his support 
for the St. Lawrence seaway-power pro- 
posal. But the U. S. Senate took this 
project out of the campaign by a very 
bipartisan vote which just about ended 
chances of Federal participation. 

The Republican platform, which the 
General has approved, very bluntly an- 
nounces opposition to valley authorities 
which involve overcentralization. Eisen- 
hower has himself repeatedly sounded a 
warning against overcentralization of 
Federal authority. 

The public works plan of the GOP 
platform contains the following passage: 


We vigorously oppose the efforts of 
this national administration, in Cali- 
fornia and elsewhere, to undermine 
state control over water use, to acquire 
paramount water rights without just 
compensation, and to establish all- 
powerful Federal socialistic valley 
authorities. 


In other passages this platform gen- 
erally approves “application of sound 
land management, reforestation, and 
water management practices on each 
watershed.” It supports “bona fide 
farmer-owned, farmer-operated co-op- 
eratives and urge the further development 
of rural electrification and communica- 
tion, with federally assisted production of 
power and facilities for distribution 
when these are not adequately available 
through private enterprise at fair rates.” 
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of tidelands (Eisenhower has previous 
ly taken this stand) and “eventually ioc: 
ownership of federally sponsored, reim 
bursable water projects,” it would ap 
pear that both the GOP platform and 
the Republican candidate are not going 
to get excited over any “public powe 
issue.” The Democrats on the othe 
hand seem likely to follow President 
Truman’s lead in emphasizing the bene 
fits of federally financed, built, and op 
erated public power projects. At his 
July 2nd address, at the Bull Shoals da 
dedication, President Truman beratedfl, 
the private power companies without re 
straint. He identified them with “the 
forces of reaction and selfishness.” He 
accused them of wanting to make the 
farmers pay more for their electricity 

“Tt is as simple and as shocking as that.’ 
He called Socialism “a lying slogan’ 
used by the private power companies asi 
well as by the American Medical Asso, 
ciation and the real estate interests to ob, 
struct Fair Deal measures. In an open 
ing plea for southern support, he remind 
ed his listeners that the New Deal and 
Fair Deal had done more for the Southij; 
than any other part of the country. “Re 
member these things this year, when yo 
see and hear the storm of political propa 
ganda that will be put out to try and tu 
back the clock.” 

Hence the conclusion that Truman, at; 
least, is preparing to make public powe 
the number one campaign issue in every 
state in the Union. He said, “no matte 
what the private power companies do of 
say, if I have my way about it, we are 
going right ahead and develop our water 
resources all over this country.” 

But what happens in the minds of the 
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sters when one side insists on talking 

ut one thing and the other about 
mething else, like two prize fighters 
iadowboxing in different rings. It 
wuld be, of course, that the Democrats 
ll continue shadowboxing on the pow- 
; issue for the rest of the campaign, 
hile Eisenhower tries to pile up points 
1 the numerous other issues available 
pthe GOP. If voters are anything like 
ght fans, they won't like a contest along 
hose lines nor stand for it very long. But 
nether they will take out their resent- 
nent on the elephant or the donkey is 
ine of those questions which must wait 
ot an answer until November 4th. 


aa 
McCarran Rider Surprises 


ast month when the Senate passed a 

bill (S 18) by Senator McCarran 
(Democrat, Nevada), permitting a wa- 
er user to take the Federal government 
nto court without prior consent of Con- 
ress, public power proponents protested 


at it was “legislation dangerous to 
@irederal power policies.” Rural Electri- 
ication Magazine, organ of the National 
Rural Electric Co-operative Association, 

wails the fact that it had slipped 
- Bhrough the Senate “almost unnoticed.” 
But Senator McCarran’s coup in the 
Final hours of the session was even more 
successful—since the bill was tacked on 
bs a rider to an appropriation bill (HR 
7289) carrying funds for the Depart- 
Bent of Justice. This strategy minimized 

the danger of a Truman veto. The orig- 
inal bill was designed to relieve the Fed- 
eral government of its sovereignty in any 
litigation involving the use of water for 
any purpose, including hydroelectric gen- 
ation. The idea of the bill, now law, 
is to give the state courts final jurisdic- 
tion over the use of their own water 
Tesources. 

The enactment of this legislation prob- 
ably makes unnecessary any further ef- 
ort of state rights proponents to make 
the Federal government obey state wa- 
ter laws, (Expressed in the case of the 
Santa Margarita Bill (HR 5368) which 
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finally failed to pass.) The McCarran 
rider seeks to protect private water rights 
along streams or rivers which may be 
threatened by Federal claims. An earlier 
section of the McCarran Bill, providing 
for a “water rights inventory” by the In- 
terior Department, was not contained in 
the rider. 
* 


Truman’s Water Project Bill 


Sb who have been privileged to 
peek inside of Budget Bureau op- 
erations, recently, know what President 
Truman had in mind when he spoke 
about a water resources bill which he ex- 
pects to recommend to Congress before 
he leaves office. The President’s state- 
ment was made during his address at 
the Bull Shoals dam dedication. Speak- 
ing of the Water Resources Policy Com- 
mission report, Truman said, “Before I 
leave office, I expect to have some im- 
portant recommendations stemming from 
that report to be presented to the 
Congress.” 

It now develops that the Budget Bu- 
reau is preparing a bill which will simply 
recodify water project law. The Budget 
Bureau is polishing the final draft in 
preparation for the White House. The 
proposed bill is significantly different in 
purpose from the tentative Water Re- 
sources Policy Commission Bill, and 
also differs in philosophy. It will be re- 
called that Morris Llewellyn Cooke, ex- 
chairman of the defunct WRPC, re-' 
leased a “proposed” draft, last March, of 
a bill to set up 15 basin commissions and, 
otherwise carry out the WRPC report.! 

Apparently the “Truman” water 
policy bill is to be a Federal water re- 
sources planning bill. There is little at- 
tention given to state rights. They would 
not be participants even in the window- 
dressing manner proposed in the WRPC 
report. The bill to be proposed by Tru- 
man is what could be expected of a bill 
coming out of the Budget Bureau. It 
gives much attention to allocation and 
repayment of project costs. It empha- 
sizes the importance of the presidential 
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office in determining national water 
policy. It would not create any new Fed- 
eral agencies or reorganize any of the ex- 
isting ones. All revenue funds would go 
into the U. S. Treasury for reappropria- 
tion. No “continuing funds” or “revolv- 
ing funds” would be permitted under the 
bill’s provisions. 


* 


EEI Head Replies to Truman’s 
Attack 


¢¢PeT the enterprise system work 

and we will provide the kilo- 
watts for a strong and prosperous Amer- 
ica without benefit of government sub- 
sidy,” B. L. England, president of the 
Edison Electric Institute, said in a state- 
ment following Truman’s antiutility 
speech July 2nd at the dedication of Bull 
Shoals dam, Arkansas, “The key to peace 
is a strong America and production is its 
foundation. The industry is providing 
the electric power for this rapid growth 
and is perfectly capable of doing so 
without government competition,” he 
said. 

The power industry is thinking in 
terms of a trillion kilowatt hours in 
1970, according to the EEI spokesman. 
“Capacity of electric power systems is 
scheduled to reach more than 82,000,000 
kilowatts by the end of 1954. The 
rapidity of this expansion is appreciated 
when it is known that in 1942—just ten 
years ago—the installed capacity was 37,- 
000,000. A whole new industry has 
sprung up in that time to meet every 
need for defense and an expanding 
civilian economy. This was done at no 
cost to the taxpayer.” 

Electric power, EEI President Eng- 
land pointed out, is one of the few raw 
materials that a manufacturer gets at less 
cost than ten years ago. He cited Na- 
tional Industrial Conference Board fig- 
ures to show that the manufacturer’s 
1939 dollar would buy 39 cents worth of 
raw materials today. However, the elec- 
tricity the manufacturer buys for a dol- 
lar today would have cost $1.12 in 1939. 
“This declining cost in the face of infla- 
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tion is a credit to the resourcefy| 
and research of the electric industry: 
said. (The industry’s long-range , 
ning anticipates 13,000,000 new cus 
ers by 1961.) He added: “We 
never failed to give them an ade 
supply of electric power yet, and they 
generation will get all it wants at rez 
able cost.” 


* 


Gas Bill Passes Senet 


Fe surprise in the last mi 
scramble of Congress to adjg 
was the Senate’s passage of the 0’ 
or Bill (S 1084), which would re 
intrastate gas distributors from Fed 
Power Commission regulation. Ti 
was no companion measure in 

House. So the bill dies with the ses 
but with the prestige of passing 
chamber of Congress. This should 

progress easier in the next Cong 
where the Senate will probably 
promptly, perhaps without the form 
of additional hearings. 

The bili was reported unanimous 
the full Senate Interstate Comma 
Committee. It had the approval of & 
FPC and the support of the National 
sociation of Railroad and Utilities Cm 
missioners. The Senate passed the 
“on its merits” after defeating & 
amendment (52 to 21) by Senator De 
las (Democrat, Illinois), which wo 
have confined the exemption to gas ( 
tributors supplying a single metropolif], 
area. 

In effect, this bill would circumv 
the U. S. Supreme Court decision in 
East Ohio Gas Company Case, w 
subjected gas distributors to FPC q 
trol. 

During the debate, Senator 
(Republican, South Dakota) called 
tention to the need for the measure. 
said: “Enactment of this bill is requiq 
because there is a jurisdictional displ 
between the state public utilities comm 
sions and the Federal Power Comm 
sion. This bill is an effort to work 
these differences and to reconcile thet 
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\hio Commission Seeks to 
Improve Rural Service 


se public utilities commission of 
Ohio “is not happy with the status 
ral telephone service in Ohio,” ac- 
ing to Paul D, Deaton, the commis- 
s secretary. Deaton told the Fair- 
(Ohio) County Farm Bureau last 
ith that the Ohio commission will not 
ttisfied until the state has a better 
telephone service than all the other 
s. 
eaton outlined the steps the commis- 
has decided to take to improve rural 


‘hone service. First, it has decided 


there must be a definite relationship 
yen rates and services. By way of 


@iration he cited the case of the Elyria 


tphone Company, which was grant- 
n increase in rates to go into effect 
son as the company installed new 
thboards, toll positions, and more 
s. The commission felt that too much 
ty had been taken out of the com- 
y and ordered Elyria to pay no more 
dividends without commission ap- 
val, At the same time the company 
required to hire additional main- 


i@nce men to make repairs on holidays 


week ends. The company has ap- 
ed the decision to the state supreme 


second step taken by the commis- 
was the hiring of six resident tele- 
i “make regular in- 
of the inside and outside 


the telephone companies. 

ton announced that a third new 
iple adopted by the commission is 
of holding complaint hearings away 
Columbus. He said this procedure 

adopted “to save people in the out- 
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lying districts the difficulty of making 
long, expensive trips into the state 
capitol .. .” 


tr said the commission was 
about to take the unprecedented 
action of ordering a company to explain 
in detail why it had not complied with a 
commission order requiring it to install 
some new long-distance switchboard 
positions. He said the company could be 
fined $1,000 a day for every day it is 
found in violation of the order. 

The Ohio commission is also consider- 
ing setting up a telephone clinic to which 
all company executives would be invited 
to hear the commission’s position on 
telephone matters. It would be the first 
time such action ever has been taken by 
any commission in the country. Deaton 
said a tentative list of speakers for this 
clinic “would include the three commis- 
sion members and representatives of the 
staff. We would also endeavor to obtain 
the services of members of leading finan- 
cial institutions, such as the Chase Na- 
tional Bank in New York, which has a 
special rural telephone financing pro- 
gram. In addition, we would invite a 
nationally recognized engineer and, 
finally, we would seek representation 
from the farm bureau and the REA 
headquarters in Washington.” 

Deaton hinted that the commission 
would seriously consider REA proposals 
for rural co-operatives in Ohio if it 
found that “the telephone companies 
were not taking proper steps to bring 
about rural telephone service.” He ex- 
pressed his own view that telephone co- 
operatives may prove to be the answer 
to Ohio’s rural telephone problems any- 
way. “There is already a considerable 
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group of people,” he remarked, “who be- 
lieve that we are now in the same spot 
with regard to telephone service as we 
were fifteen or twenty years ago in re- 
gard to electric power. The people who 
believe in co-operatives are saying that 
the privately owned telephone companies 
either cannot or are not expanding their 
markets to meet the needs of the people 
just as the electric power companies 
failed to expand in the days past.” 


te Ohio commission is now study- 
ing its first application for author- 
ity to operate a telephone co-operative in 
Ohio, Deaton told his audience. He said 
the case comes from a sparsely settled 
area where four or five small privately 
owned companies have been operating 
for thirty or forty years. A co-op is seek- 
ing to serve dissatisfied and unserved 
families in the area. Deaton said the co- 
op’s application is strongly opposed by 
the existing companies and “is being 
watched with great interest by the Ohio 
Independent Telephone Association, its 
members, and the Ohio Bell Telephone 
Company.” 

Deaton noted that as soon as the co-op 
requested authority to set up its own 
company in the unserved area, “the pri- 
vately owned telephone companies im- 
mediately filed maps including the un- 
served districts in their operating terri- 
tories. Of course,” he continued, “they 
could have done this five, ten, fifteen, or 
twenty years ago but the commission has 
recognized that they did not seek this 
authority until the spurs were put to 
them by the co-operative.” 

It has been suggested that a possible 
solution would be to permit the co-opera- 
tives to operate in districts which pre- 
viously were not included in the bound- 
aries of any company. However, the 
commission feels that this will probably 
not satisfy the privately owned compa- 
nies. 

Though final disposition of this case 
is still to come, Deaton emphasized its 
importance in bringing to the commis- 
sion’s attention the matter of telephone 
co-operatives in Ohio. “You may be as- 
sured,” he concluded, “that it will be 
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given thorough consideration as a pos. 
sible solution to this state’s rural tele. 
phone problems.” 

> 


Communications Equipment 
Division Gets New Director 


T= National Production Authority's 
Communications Equipment Diyi- 
sion has a new director. He is Everett 
C. Roys, vice president of the Pennsyi- 
vania Telephone Company on leave, who 
has been serving as CED’s deputy direc. 
tor under William M. Day. Day took 
over at CED last March and has now 
been promoted to NPA Assistant A¢- 
ministrator in charge of the metals and 
minerals bureau—one of the most diff- 
cult and responsible posts in the govern- 
ment’s control program. 

Roys will serve as director until about 
October Ist, when his 6-month assign- 
ment in Washington expires. At that 
time the next director of CED, report- 
edly a Bell system executive, will take 
over as director of the division. A new 
deputy director, representing the inde- 
pendent branch of the telephone indus- 
try, will also be appointed at the same 
time. 





Day has been notably successful in 
bringing to the attention of NPA officials 
the needs of the communications indus- 
try, particularly with respect to copper. 
He first came to Washington in 1941, on 
leave from American Telephone and 
Telegraph Company, in a special assign- 
ment to the War Production Board. | 
1948, after serving as assistant vice 
president in charge of AT&T’s public re- 
lations, he joined Michigan Bell. 

Last March he took over direction 0 
CED where his administrative abilities 
soon attracted the attention of key offi 
cials in the Defense Production Admin; 
istration. In his new post, he will be 
primarily responsible for co-ordinating 
and directing the flow of basic materials 
—aluminum, copper, steel, and othe 
vital metals—to the nation’s mills and 
processors. 

Day will report directly to NPA Ad: 
ministrator Henry H. Fowler. 
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and Comment 


By OWEN ELY 


Ownership of Utility Stocks 


I" the past there has been a great deal 
of guesswork and conjecture regard- 
ing the distribution of ownership of com- 
mon and preferred stocks in the United 
States. President Keith Funston of the 
New York Stock Exchange, at the be- 
ginning of his present term of office, 
proposed a complete study of this topic, 
which was undertaken by the Brookings 
Institution of Washington, D. C., with 
the co-operation of a number of stock 
exchanges and a large number of busi- 
ness concerns. The results were recently 
published in a 140-page brochure en- 
titled “Share Ownership in the United 
States,” by Lewis H. Kimmel. The 
study contains 130 tables, covering al- 
most all conceivable classifications of 
common stock holdings. The study also 
examines the questions of “beneficial 
ownership,” which to some extent has 
concealed the identity of substantial 
stock holdings. 
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The study should be of special interest 
to the utility industry because of the 
large amount of equity financing which 
still remains to be effected in order to 
carry on the huge construction program 
of the industry. Some of the more in- 
teresting data affecting utilities are sum- 
marized in the table on page 178. 


"tan are some 18,500,000 holders 
of common stocks and 1,800,000 
holders of preferred stocks. However, 
individual holders of common stocks 
account for 79 per cent of the total hold- 
ers, but only 47 per cent of the market 
value of holdings—the rest being held by 
joint accounts, fiduciaries, institutions 
and foundations, brokers and dealers, 
nominees, and others. 

The exact division of stock holdings 
between the sexes will probably never be 
worked out though the brochure has 
some interesting figures on this question. 
While women probably have a prepon- 
derant ownership interest, men doubt- 
less exercise greater voting control. 

The analyses of geographic distribu- 
tion of shareholdings reflect the great 
concentration of wealth in the Northeast. 
Of the total number of shares held in the 
United States, 3,656,000 or nearly 9 per 
cent are held in New England (prin- 
cipally Massachusetts and Connecticut) 
and 44 per cent in the Middle Atlantic 
states (three-quarters of which are in 
New York). Thus over half of the share- 
holdings are lodged in a few north- 
eastern states. The Pacific coast area 
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with nearly 11 per cent and the South 
Atlantic area with 9 per cent have the 
next largest holdings. Of course the 
heavy concentration in New York and 
some other states is partly accounted 
for by the amounts in the names of 
nominees, brokers, and investment com- 
panies, which may hold the shares for 
people in many states. Thus here again 
the real picture is obscured by our in- 
ability to analyze indirect holdings. 

On page 28 of the brochure is a table 
showing the market value of total share- 
holdings and the average value per share 
holding by type of business. The aggre- 
gate market value of utility common 
stocks approximates $16.9 billion com- 
pared with the total for all groups of 
about $122 billion so that utilities ac- 
count for some 14 per cent of the total. 
The average value of each holding for 
utility equities is $4,152 contrasted with 
the average for all types of $6,594—the 
latter is largely accounted for by such 
high-priced groups as metals, glass, 
chemicals, drugs, and oils. As previously 
indicated, utilities make a strong show- 
ing with respect to preferred stocks, 
market value being about 30 per cent of 
the total for all types of business. 


N page 42 shareholdings are classi- 
fied by size of holding and type of 
business. This indicates that utility 


e 


Type of Business 
Public Utilities 
Electric & Gas 


eee eee eee ee 


Communications 
Miscellaneous 


DE Skiden cab hinkseeiaGacsaheseeerek eam akicees 
Mining 
Transportation 
Finance & Investment 
Others 


Totals All Groups 
Ratio of Utilities to All Groups 
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shares are well distributed among smal] 
er holders, since shareholdings of |e 
than 100 shares accounted for 28 pg 
cent of the total market value of all sy 
small holdings—this percentage hej 
about double the utility percentage fg 
all-sized holdings. Conversely, utili 
holdings of 1,000 shares or over accounj 
ed for less than 10 per cent of such lars 
holdings of all business types. There ws 
a more even distribution with respect 
preferred stocks. 

Despite the comparatively large n 
ber of stockholders, this form of savi 
by individuals is still comparative) 
small. One hundred and four millic 
people (including servicemen and ve 
erans) hold life insurance, 53,000,00 
have savings accounts, 43,000,000 holf 
Series E Bonds, over 14,000,000 hay 
annuities and pensions, but stocks classe 
as publicly owned are held by onl 
about six million people, and privatel 
owned issues by three million persons. 

Some inquiries were made as to indi 
viduals’ reasons for acquisition of pub 
licly owned stocks. The desire for ap 
preciation outranked the desire for in 
come in the ratio of 28 to 22, it was dis 
covered. Perhaps this is the basic reasoy 
why stocks are not more widely ownet 
by individuals in this country. The util 
ity industry, in selling its common stock 
issues, should stress the higher yield z 








Number of Shs. 
Outstanding 
Number of Stock Issues (In Millions) 
Common Preferred CommonPreferred 
120 178 298 52 
58 41 99 3 
25 24 66 3 
16 16 8 2 
219 259 471 60 
1,411 484 1,454 67 
123 15 458 2 
154 14 249 3 
154 72 161 23 
588 76 498 7 
283 102 236 6 
2,932 1,022 527 168 
8% 26% 13% 36% 
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MANUFACTURED & MIXED GAS 


INDEX OF UTILITY SALES, 1951 - 1952 
(1935 - 1939 = 100) 
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compared with most other forms of in- 
vestment, and the safety of income as 
measured by long dividend records, 
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Cost of Flotation 


HE Securities and Exchange Com- 

mission has just issued its 54-page 
pamphlet report on “Cost of Flotation” 
for the first quarter of 1952. The sta- 
tistics of principal interest are the per- 
centages of gross proceeds required to 
cover underwriters’ compensation and 
estimated other expense. These percent- 
ages differ widely with the size and 
character of new issues. The cost of 
floating small issues seems almost pro- 
hibitive. Thus in February, Texas In- 


dustries, Inc., sold $1,000,000 converti- 
ble debentures at a total cost of nearly 
10 per cent—6.0 per cent for underwrit- 
ers and 3.7 for other expense, which in- 
cluded $18,000 professional costs, $13,- 
350 for printing, etc., and $5,750 for 
taxes and fees. On the other hand the 
electric utility companies were able to 
issue mortgage bonds at an average total 
cost of around 1 to 14 per cent of the 
issue—the low cost probably being due 
to simple wholesaling of the bulk of these 
issues to institutions. The cost of sell- 
ing preferred stock was considerably 
higher, ranging between 2.4 per cent and 
3.9 per cent, since institutional demand 
is apt to be erratic and greater sales ef- 
fort and risk are involved. The cost of 
common stock issues during the quarter 
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varied widely, as reflected in the figures 
for utility issues shown below: 


HESE cost percentages (for equity 

financing) do not give the complete 
story. They should be supplemented by 
price analyses showing the price dis- 
counts from the market prices prevailing 
before the new financing was an- 
nounced. Such discounts vary widely 
with general market conditions, the fre- 
quency of new offerings (sometimes 
there is a glut of new issues), the cur- 
rent demand from institutions or other 
important buyers, etc. Such studies are 
prepared from time to time on individual 
offerings by the Irving Trust Company 
or others. The Edison Electric Institute 
(financing and investor relations com- 
mittee) prepares individual report sheets 
on new issues which show for stock of- 
ferings the price of the stock a month 
prior to the offering, at the offering date, 
and at the expiration of the subscription 
rights. These data might afford the basis 
for a study at some later date on average 
price discounts. 


* 


An Optimistic Forecast for 1961 


HE McGraw-Hill Department of 

Economics recently made a study of 
growth potentials during the coming 
decade — on the assumption that there 
will be no war and no major unemploy- 
ment meanwhile. The forecast for 1961, 
compared with actual figures for three 


Company 


Kansas City Power & Light ......... 
Pacific Power & Light ........cscces 
Dayton Power & Light ............. 
Southwestern Public Service ........ 
West Penn Electric ........cccccess 
Maine Public Service .............. 
Black Hills Power & Light ......... 
pT 8 are 
Texas Eastern Transmission ........ 
Middle South Utilities ............. 
Arizona Public Service ............. 
Portland General Electric .......... 


previous decades, is shown in the accom- 
panying table. The study includes brief 
discussions of the outlook for individual 
industries, including the electric and gas 
utilities, electric appliances, etc. 

Sales of industrial power are expected 
to be 50 per cent larger in 1961 than in 
1951, and residential sales should more 
than double. Some of the biggest users 
of electric power are leading growth in- 
dustries, such as the chemicals, light 
metals, etc. In 1951 industry used about 
a billion more kilowatt hours for each 
point rise in the Federal Reserve Index, 
but by 1961 the units should be one-third 
larger, the study estimated. With in- 
creased lighting and air conditioning and 
greater use of electricity in restaurants, 
commercial sales are expected to double. 


oe McGraw-Hill study indicates 
that there is still a large unsaturated 
market for TV sets, electric heaters, and 
air conditioners, dishwashers, disposal 
units, clothes driers, etc. Further, in- 
creasing farm electrification is an impor- 
tant factor. Thus use of electricity per 
residential customer is expected to dou- 
ble while the number of customers will 
also increase. In order to handle this 
larger load, capacity is expected to dou- 
ble by 1961. This would seem to indicate 
that the utilities must shoulder another 
construction program in 1955-60 some- 
what similar in scope to that of 1951-55. 

Natural gas sales almost doubled be- 
tween 1946 and 1951, and the forecast 
states that they could again double, per- 


Amount Total Cost 
(Millions) Percentage 
sacheuibsmalinieee $8.4* 2.4% 
ee eee 8.8 3.2 
RR En rare Cnn 8.2* 2.3 
eu aaa ake ceed 4.4* 4.2 
eet cane patauats 12.7* 1.9 
jawhin Khedbakces 5* 8.1 
Linekaiaeutokies .6* 10.8 
RISE GR 13.3* 1.8 
iuelpaneweceas-d 10.4* 3.3 
Shed alat ink pak ata tle 13.2 2.7 
puioedatddaanean 5.1 6.0 
Sane egtaieimadiencs 6.9 5.0 


*Subscription offering to stockholders. 
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FINANCIAL NEWS AND COMMENT 
ECONOMIC TRENDS AND FORECASTS 





Population (Millions) ..........ssseeeeeees 
Number of Employed (Millions) ........... 
Average Hours in Workweek 
Output Per Man-hour ..........-eeeeeeeeee 
Industrial Production Index ............... 
Gross National Product (Billions) ......... 
Disposable Personal Income (Billions) ..... 
Consumer Expenditures (Billions) ......... 
Government Expenditures (Billions) ....... 
Business Capital Spending (Billions) ....... 
New Construction (Billions) .............. 


haps will triple, in the next ten years. 

The study is interesting and valuable, 
but what is also needed is a well-reasoned 
forecast as to whether the cold war will 
maintain the defense program at cur- 
rent levels until 1961, or whether World 
War III will occur before that time— 
and if neither of these occurs, whether 
the next administration will use pump- 
priming sufficiently to offset any letdown 
in consumer buying. In other words 
what we really want to know is how soon 
an economic depression may be due and 
whether it can be avoided. 


5 
Utilities Serving Latin America 


ATIN America, which includes vir- 
tually all of America below the 
southern border of the United States, is 
served principally by three large utility 
holding company systems—American & 
Foreign Power, with annual revenues of 
$161,000,000; Brazilian Traction Light 
& Power, with revenues of $150,000,- 
000; and International Telephone & 
Telegraph, with world-wide revenues of 
nearly $300,000,000. These companies 
have enjoyed tremendous growth which, 
however, has reflected currency infla- 
tion as well as gain in output. Thus in 
the decade 1942-51, Foreign Power’s 
revenues increased 150 per cent while its 
electric output gained only 82 per cent, 
and generating capacity only 23 per cent. 
Brazilian Traction’s revenues (from 
electric light and power, gas, water, tele- 
phones, and transit) increased 222 per 
cent in the decade, and its electric output 





Est. 

1931 1941 1951 1961 

or 124 133 154 175 
dies 43 52 64 68 
igukiadaunabene “ 47 “ “4 at ” 40 
ae 75 162 220 260 
ae 140 30 28 $380 
ae 110 165 23 $260 
nie 107 148 05 $255 
—_ 21 47 64 $ 60 
war 14 14 23 27 
a 17 25 30 36 


in kilowatt hours about 120 per cent. 


5h companies issued interesting 
and elaborate stockholders’ reports 
for 1951. American & Foreign Power 
devoted a substantial part of its report 
to discussing economic trends and the 
foreign exchange situation in 12 Latin 
American countries, and to develop- 
ments directly affecting various sub- 
sidiaries. “Problem countries” were 
Brazil, Chile, Mexico, and the Argen- 
tine, 

In both Brazil and Chile there were 
shortages in dollar exchange, which sit- 
uation still remains serious. In Chile 
and in Mexico there have been delays in 
obtaining adequate rates to meet higher 
wage costs, etc. The $100,000,000 in- 
vestment in the Argentine is virtually 
“frozen.” The table in the back of the 
report shows the proportion of system 
revenues obtained in each country— 
Brazil contributing 28 per cent, Cuba 26, 
Chile 18, Mexico 9, Venezuela and Ar- 
gentina 5 each, and Colombia and 
Panama 3 per cent each, while Guate- 
mala, Costa Rica, and Ecuador account- 
ed for only 1 per cent apiece. Total rev- 
enues were 92 per cent electric, 4 per 
cent transit, 3 per cent gas, and 1 per 
cent telephone and miscellaneous. 

American & Foreign Power was re- 
organized early this year and there is 
considerable conjecture as to when the 
company may initiate dividends on its 
new common stock. Consolidated earn- 
ings for the twelve months ended March 
31, 1952, were $1.80, considerably be- 
low the forecast presented some time ago 
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GAS UTILITY eine i EXPENDITURES, BY TYPE OF GAS AND BY 
ANT FUNCTION, 1951-1956 
(Millions) 
Total Total 


Type of Gas and 
Plant Function 


Natural Gas—Total 
Production 
Transmission 
Underground storage 
Other storage 
Distribution 
General 

All Other Types of Gas—Total . 
Production and storage 
Transmission 
Distribution 
General 

Total Industry—Total 
Production and other storage . 
Transmission 
Underground storage 
Distribution 
General 


Actual 
1951 


a Included in production. 


in connection with the SEC hearings on 
the plan. It had been anticipated a year 
or two ago that dividends might be paid 
at the annual rate of $1, but more re- 
cently an 80-cent rate has been discussed. 
The stock is currently selling around 9}, 
or about 5 times consolidated share 
earnings. 


a TRACTION’S report is also 
quite elaborate, with an interesting 
two-page panoramic view of a new 
hydro project, four pages of maps, and 
many attractive illustrations in color and 


black and white. System subsidiaries 
serve the principal cities of Brazil—Rio 
de Janeiro, Sao Paulo, and Santos, a 
large seaport—so that they handle nearly 
two-thirds of the electric power business 
in the country and about 80 per cent of 
the telephone business. The report gives 
a fascinating picture of the economy of 
Brazil, which now includes many diversi- 
fied and rapidly growing manufacturing 
enterprises. 

Brazilian Traction (the parent com- 
pany) is a Canadian holding company 
with comparatively small mortgage debt 
or priorities, following the British tradi- 
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1952 
$1,363 $1,067 $1,571 $1,206 
124 91 102 72 


Forecast Actual 

1952- 1947. 

1955 1956 1956 1951 
$645 $610 $5,099 $4560 
75 75 415 511 
240 3,075 2,939 
5 82 a 


recast 


1053" 711954 


tion. A strong current position is main- 
tained, with system net current assets at 
the end of 1951 approximately $54,000,- 
000. As a result the company has been 
able to weather many difficulties, paying 
dividends on its common stock since 1912 
with only three interruptions—1918-21, 
1933-5, and 1939-40. The stock is cur- 
rently selling on the Curb exchange 
around 11, paying $1. 

The 43-page report of International 
Telephone & Telegraph has to cover a 
great deal of ground because of the com- 
pany’s world-wide and varied interests. 
Pictures of a microwave research tower, 
a supertension laboratory, and a railway 
control center illustrate the company’s 
strong position in the research field, Sys- 
tem telephone and radiophone operations 
in Latin America—principally in Chile 
and Cuba, but with fairly substantial 
business in Brazil, Peru, and Puerto Rico 
—are described somewhat briefly. The 
report seems disappointing from the sta- 
tistical angle—it does not give a break- 
down of earnings by regions or character 
of business, except for the distinction be- 
tween sales and telephone revenues. Fig- 
ures gleaned from the 1950 10-K report 
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seem to indicate that the Latin American 
gperations are a comparatively small 
part of the total picture, both with re- 
spect to gross and net. 


* 
Gas Industry to Spend $5.6 


Billions for Construction in 


1952-6 


HE American Gas Association re- 
| pats issued a forecast that con- 
struction expenditures for the gas indus- 
ty in the 5-year period 1952-6 would 
amount to $5.6 billions, compared with 
$5.1 billions spent over the previous five 
years. A breakdown of actual expendi- 
tures for 1951, together with the fore- 
cast for 1952-6 and a comparison of the 
two 5-year periods, is shown in the table 
on page 182. 

Despite shortages of pipe and other 
materials, total expenditures last year 
aggregated $1,462,000,000, a gain of 22 
per cent over 1950. Expenditures for 


AND COMMENT 


this year are expected to taper off to $1,- 
173,000,000, slightly under the 1950 fig- 
ure; the slackening seems due to the 
completion last year of several large proj- 
ects, as well as continued allocation and 
material difficulties. However, next 
year’s program is set at $1,681,000,000, 
a new record high, after which there will 
be a sharp decline in an estimated $701,- 
000,000 in 1956, 

The program for financing this pro- 
jected construction has not yet been 
completely worked out. However, com- 
panies accounting for $2.1 billion of the 
anticipated $5.6 billion expenditures 
over the 5-year period have indicated 
that they expect to raise 35 per cent of 
the money from internal sources (de- 
preciation, depletion, and retained earn- 
ings), 46 per cent from sale of bonds, 
and 19 per cent from preferred and/or 
common stock issues. The proportion of 
equity financing will apparently continue 
to run lower than for the electric utility 
industry. 
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FINANCIAL DATA ON ELE 


7/9/52 
Price 
About 


American Gas & Elec. ... 59 $3.00 
Arizona Public Service .. 14 80 
Arkansas Mo. Power ... 164 1.00 
Atlantic City Elec. ..... 26 
Bangor Hydro Elec. .... 
Bevery G. & By 2... cece 
Black Hills P.& L. ..... 
Boston Edison 
California Elec. Pr. .... 
Calif. Oregon Pr. ...... 
Comes FO Be osccece 
Cen. Hudson G. & E. .... 
Central Ill. E. & G. .... 
Central Ill. Light 

Central Ill. P. S. 

Cen. Louisiana Elec. .... 
Central Maine Power ... 
Central & S. W. 

Central Vermont P. S. .. 
Cincinnati G. & E. ...... 
Citizens Utilities 
Cleveland Elec. Illum. .. 
Colorado Cent. Power .. 
Columbus & S. O. E. .. 
Commonwealth Edison .. 
Community Pub. Ser. ... 
Concord Electric 
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——Share Earnings* 

Cur- Freq. Div. 
Cur. % In- Of Re- Earns. Pay- 
Period crease ports** Ratio out 

$4.49my my 13.1 
.9my qy 14.1 
1.23m ay 134 
1.72my my ‘ 
2.10m ay 
4.13d a 
1.70a ay 
3.23m ay 
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—Share Earnings* 

1951 7/9/52 Cur- Freq. _Price- . 
Rev. (Continued) iv. rent Cur. % In- Of Re- Earns. Pay. 
(Mill.) A Yield Period crease ports** Ratio 

48 Connecticut L. & P. J 5.9 .97my 1 mcy 

16 Connecticut Power 2.30m Dil ay 
Consol. Edison 2.25m 1 ay 
Consol. Gas of Balt. ..... 1.62m D9 ay 
Consumers Power Dl mcey 
Dayton P. & L. 1 ay 
Delaware P. & L. D17 ay 
PE SREP Ul c0cccnaces D30 qc 
Detroit Edison D2 b 
Duke Power D15 bq 
El Paso Electric 4 my 
Empire Dist. Elec. ..... 10 ay 
Fitchburg G. & E. ...... a 
Florida Power Corp. .... ay 
Florida P. & L. ay 
General Pub. Util. ay 
Green Mt. Power ay 
Gulf States Util. my 
Hartford E. L. ay 
Haverhill Electric qc 
Houston L. & P. my 
Idaho Power ay 
Illinois Power b 
Indianapolis P. & L. .... 
Interstate Power 
Iowa Elec. L. & P. 
Iowa-Ill. G. & E. 
Iowa Power & Light .... 
Iowa Pub. Service 
Iowa Southern Util. 
Kansas City P.& L. .... 
Kansas Gas & Elec. 
Kansas Pr. & Lt. 
Kentucky Utilities 
Lake Superior _ | or 
Lawrence G. & E 
Long Island Lighting _ 
Louisville G. 
Lowell Elec. Ay 
Le ? eee 
Madison G. & E. ........ 
Maine Public Service ... 
Michigan G. & E. 
Middle South Util. 
Minnesota P. & L. 
Missouri Edison 
Missouri P. S. 
Missouri Utilities 
Montana Power 
Mountain States Pr. 
New England Elec. ..... 
New England G. & E. ... 
New Orleans P. S. 
Newport Elec. .......... 
me hs wee oo @ G, oe 
Niagara Mohawk 
North American 
Northern Ind. P. S. .... 
Northern States Pr. 
Northwestern P. S. 
Ohio Edison 
Oklahoma G. & E. ...... 
Otter Tail Power 
Pacific G. & E. 
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——Share Earnings* 
7/9/52 Cur- Freq. Price- 
(Continued) Price Div. rent Cur. % In- Of Re- Earns. 
About Rate Yield Period crease ports** Ratio 
is AF ere 18 110 6.1 1.60my 26 my 113 
Penn Power & Light .... 29 160 5.5 2.40my 17 my 12.1 
Penn Water & Power .. J 2.24d qc 174 
ef! ae 2.13a qy 141 
Portland Gen. Elec. ..... 2.38my c é 
Potomac Elec. Power ... 1.24m ay 
Pub. Serv. of Colo. ..... 2.15m ay 
Pub. Serv. E. & G. ..... 2.11m qc 
Pua. Serv. GF Eee. ...2. 2.34my c 
Public Serv. of N. H. .. 1.83my mcy 
Public Serv. of N. M. .. 84d 5 
Puget Sound P. & L 1.59m 
Rochester G. & E. ...... 2.63a 
Rockland L. & P. ....... 68d 
San Diego G.& E. ...... 1.33my 
Scranton Elec. 1.05my 
Sierra Pacific Pr. ...... 1.94my 
So. Calif. Edison 3.03m 
So. Carolina E. & G. .... 6lmy 
Southern Colo. Pr. ...... 89f 
NS ,  e 1.19my 
So. Indiana G. & E. .... 1.95my 
Southwestern E. S. ..... 1.41f 
Southwestern P. S. ..... 1.38my 
SS aa 2.11m 
po Ul eee 3.11my 
Texas Utilities 2.80my 
Toledo Edison .96m 
Tucson G. E. L. & P. .. 2.55m 
United Tihtam, ..... 000% 2.38d 
Upper Peninsula Pr. .... 1.44m 
Utah Power & Light .... 2.36my 
Virginia E. & P. ....... 1.79my 
Wash. Water Pr. ....... 1.52a 
West Penn Elec. ........ 2.96my 
West Pee PE. ois cc css 2.32m 
Western Lt. & Tel. ..... 2.18m 
Western Mass. Cos. .... 2.10d 
Wisconsin E. P. 2.04m 
Wisconsin P. & L. ...... 1.66m 
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Canadian Companiestt 

134 C Brazilian Trac. L. & P. .. 
15 C Gatineau Power 
8 C Quebec Power 
37. C Shawinigan Water & Pr. . 1.84d D7 
16 C Winnipeg Elec. ......... 35 2.26d D7 


a—April, 1952. d—December, 1951. f—February, 1952. m—March, 1952. my—May, 1952. 
B—Boston exchange. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New 
York Stock Exchange. D—Decrease. E—Estimated. NC—No comparable figures available. 
PF—Pro forma. WD—When delivered. *If additional common shares have been recently offered, 
earnings are adjusted to give effect to the offering. Percentage change is in the balance avail- 
able for common stock. }/While these stocks are listed on the Curb, Canadian prices are used. 
(Curb prices are affected by exchange rates, etc.) #Stock dividend also paid in 1951. **The 
following symbols are used in this column to indicate the periods and frequency of earnings 
reports : a—Calendar year only. b—Twelve months only (reported monthly). bg—Twelve months 
only (reported quarterly). c—Cumulative months and twelve months. m—Month only. mc— 
Latest month and cumulative months. mcy—Latest month, cumulative months, and twelve months. 
mqy—Latest month, three months, and twelve months. my—Latest month and latest twelve 
months. q—Latest quarter only. qc—Quarters cumulatively. qv—Latest quarter plus last twelve 
months. x—The dividend pay-out ratio would be 74 per cent on the basis of budgeted earnings 
of $1.90 for the calendar year 1952. 
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What Others Think 


Safeguarding the Role of Management 


ik vital réle of management in 
United States’ economy and the nec- 
essity for safeguarding it was emphasized 
recently in the New England Letter, pub- 
lished by The First National Bank of 
Boston. The Letter noted the conclusions 
reached by many foreign experts who 
have come to the United States to find out 
why the American system seems to be so 
superior. “Almost without exception,” 
the Letter commented, “their conclusion 
has been that it is because of the pre- 
dominant rdle played by American man- 
agement, which is chosen on the basis of 
competence to mobilize men, materials, 
and money into a profitable combination. 
Management in this country serves as the 
trustee for the common good, and general- 
ly is on the alert to adopt the more mod- 
ern methods and processes, and to pass 
the benefits on to the consumer.” 
Summing up its philosophy of the 
American system, the Letter continued: 


Our economic system is so intricate- 
ly and delicately adjusted that a thor- 
ough understanding of its workings is 
essential for effective operation. Sub- 
ject only to reasonable regulation, its 
direction and control should continue 
in the experienced hands which have 
been responsible for our industrial 
greatness. It should not be unduly in- 
terfered with by government agencies, 
for unwise decisions or the adoption of 
unsound policies are almost certain to 
do irreparable harm. 

The job maker plays the most con- 
structive rdle in our economy. Upon 
his willingness to take risks and assume 
responsibility for profitable operations 
depends the welfare of all. He should 
be rewarded commensurate with the 
risks involved and services rendered. 
He should be provided with a favorable 
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climate in which to operate, and shoul 
not be harassed and harried at every 
turn, nor his prerogatives so inter. 
fered with that he cannot perform es. 
sential functions, . . 


HE Letter pointed to the seizure of 

the steel industry as an example of 
the government’s placing itself in a posi- 
tion to usurp the rdle of management, 
particularly if it should proceed to saddle 
the companies with “exorbitant union de- 
mands.” 

“Under such a setup,” the Letter 
commented, “the government, without 
being responsible for the financial success 
of the companies, assumes authority to 
distribute the companies’ money in ac- 
cordance with political dictates, Practi- 
cally all that is left for management to do 
under these circumstances is to pay all 
the bills, including taxes, and absorb the 
losses.” 

The Letter noted that employee com- 
pensation paid out by American industry 
in 1951 was nineteen times the amount 
distributed in the form of dividends, the 
logical inference being that “in the aggre- 
gate the workers have far more at stake 
than the Capitalists in the preservation 
of American business enterprise. For that 
reason, they should be deeply concerned 
about the adoption of any policy that 
would ‘kill the goose that lays the golden 
eggs.’ ” 

Since the capitalistic system is de- 
pendent upon a broad distribution of 
income, the policies of labor should be in 
line with those forces that make for great- 
er productivity. Self-interest requires la- 
bor organizations to avoid rules limiting 
output and apprenticeships, favoring 
“featherbedding” and slowdowns, or per- 
petuation of nonproductive employment. 
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WHAT OTHERS THINK 


| forsee against failure to check the 
steady encroachment upon the func- 
tions of management, if we are to avoid a 
planned economy, the Letter concluded : 


. .. When power is concentrated in a 
centralized authority that determines 
the economic, social, and political pow- 
ers of a nation, then the system of 
checks and balances is scrapped, and 


mistakes that are made have a pro- 
found and far-reaching influence. 


Avoidance of this state of affairs will 
depend to a large extent on the success we 
have in discovering a basis for co-opera- 
tive action in areas of common interest, 
which the New England Letter believes to 
be more numerous than “the fringes of 
disagreement” among the various groups. 





Administering the Public Authority 


HE Port of New York Authority 

has long been recognized as an out- 
standing example of a government or- 
ganization which recognizes the need 
for efficiency and economy. In the June 
issue of Dun’s Review, the Port Au- 
thority’s executive director, Austin J. 
Tobin, defines the proper management 
of a self-sustaining public authority con- 
taining pointers which might well be 
noted by private management. 

The public authority has been called 
“the most important innovation in po- 
litical organization and constitutional 
practice in our time.” According to 
Austin, the most important aspect of its 
development “is the fact that it makes it 
possible to apply the techniques and ef- 
ficiency of the best business management 
to the development, financing, and ad- 
ministration of large public enterprises.” 

He continues: 


. In its proper sense, the dis- 
tinguishing marks of a true authority 
are its form as an independent cor- 
porate agency, its nonpolitical opera- 
tion, its adaptability to a regional ap- 
proach, the self-supporting character 
of its projects, and its reliance on rev- 
enues of those projects for its con- 
tinuing operation. 

It is the sort of public authority that 
should be judged by the measure of its 
success or failure in providing the 
same type and quality of efficient man- 
agement that is to be found in the best 
of our large private corporations... 


Austin emphasizes the independent 


character of an authority, its principal 
purpose being to provide business effi- 
ciency, -responsible management, “and 
business continuity” in the operation of a 
self-supporting public works program. 
“The effective modern authority,” he 
writes, “makes available the techniques 
of good business administration and 
management to public enterprises. It 
places them on their own feet and puts 
them on their own responsibility. It 
frees them from political interference, 
bureaucracy, and red tape without di- 
vorcing them from public control.” 


HE test of a successful public au- 

thority, Austin continues, lies in 
how favorably its management compares 
with those of a well-managed corpora- 
tion. He states: 


The character and responsibilities 
of the board of directors or commis- 
sioners of a public corporation ap- 
proximate today’s enlightened concept 
of the responsibilities of a directorate. 
Both types of director are responsible 
to the stockholders. They are trustees 
for the stockholders, and all of their 
policies, decisions, and actions must be 
in the interest of the stockholders. 


The main difference, he explained, is 
that all people in the area served by the 
public corporation comprise its stock- 
holders, but this is a difference that is 
more apparent than real. He goes on 
to comment that “today’s concepts of 
the responsibilities of the directors of 
a large private enterprise include the ex- 
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pectation that the corporation’s policies 
shall be in conformity with the general 
public interest.” 

Austin expressed the view that a pub- 
lic corporation’s directors should “be 
willing to give the benefit of their judg- 
ment and experience gratis, both as a 
matter of public duty and for the satis- 
faction that comes from service. Men 
with a record of accomplishment in busi- 
ness, the professions, or in other public 
office, should serve as commissioners be- 
cause of a desire to render a constructive 
public service, and not because of the at- 
tractiveness of any salary for that 
service.” 


ELEGATION by the board of direc- 
tors of complete responsibility to a 
chief executive is another fundamental 
principle of sound corporate manage- 
ment, too often given lip service rather 
than real recognition, in Austin’s opin- 
ion. “The chief executive of a public 
corporation,” he declares, “must be 
charged with the same responsibility for 
executive action and administration that 
the president of a private corporation is.” 
Austin feels there is no reason why a 
public corporation should not recognize 
and bargain with responsible unions of 
their employees. He explains: 


Although the public corporation can- 
not recognize the right to strike, its 
employees, through their own organi- 
zations, can acquire a unity and an 
avenue of presentation of problems. 
This is helpful to them, and should be 
helpful both to the authority’s manage- 
ment in bringing about desirable im- 
provements in working conditions and 
in the ultimate effectiveness of the cor- 
poration itself. 


Austin points out the more exacting 
nature of a public corporation’s account- 
ing than that of a private corporation, 
admitting that “some of our public au- 
thorities have not faced up” to their ac- 
counting and budgeting responsibilities. 
“I notice an increasing tendency,” he 
comments, “on the part of public agen- 
cies to ignore capital and overhead costs, 
to treat net operating revenues as if they 
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were earned surplus, and to pat them- 
selves on the back accordingly.” The 
Tennessee Valley Authority is a case in 
point. 

“The TVA,” Austin observes, “makes 
loud claims to being self-supporting and 
is widely acclaimed as such in most of the 
college textbooks on public administra- 
tion. Yet, a large part of its capital costs 
are charged off to public service facilities 
and are not reflected at all in the costs 
of power production. . . . many public 
agencies have actually convinced them- 
selves that they are really self-support- 
ing, and that they make their internal 
decisions and formulate their basic 
policies on that assumption. From the 
standpoint of sound business administra- 
tion this can be fatal.” 


T° the matter of a public relations pro- 
gram for a public corporation, Aus- 
tin calls for “honesty without hoopla,” a 
program “based on bread and not cheese- 
cake.” He emphasizes: 


Good government public relations 
is dependent entirely upon good per- 
formance. The public corporation 
must first do a job that the public can 
think well of and then intelligently and 
deftly call attention to it... . To func- 
tion efficiently a public relations offi- 
cer should be consulted before and not 
after the development of a critical 
problem that may result in adverse 
public reaction. He must work with 
the executive and other department 
heads on a policy level. ... 


As director of a public corporation 
with 13,000,000 stockholders, Austin be- 
lieves that his type of self-supporting, 
nonpolitical organization “is in a posi- 
tion to set an example and take the lead- 
ership in the development of those high 
standards of public service and efficiency 
that are so woefully lacking in most gov- 
ernment agencies today. The public au- 
thority has the freedom to develop ideas, 
to try out new business techniques, and 
to work within a framework of standards 
and ideals which afford every oppor- 
tunity for setting that example and giv- 
ing that leadership.” 
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In General 


Buchanan Reappointed 


RESIDENT Truman has given Thomas 
C. Buchanan an interim appointment 
to the Federal Power Commission. The 
President’s action came shortly after Con- 
gress adjourned without taking action on 
Buchanan’s nomination. 
The Senate Interstate Commerce Com- 
mittee had previously voted 9 to 4 not 
to report the nomination to the Senate. 


Buchanan has been serving as chair- 
man of the FPC’since January 5, 1952, 
and will continue to serve as an interim 
appointee until the next Congress takes 
action on his appointment, that is, unless 
the President should call a special session 
and the Senate takes earlier action on his 
nomination for a new 6-year term, Bu- 
chanan’s term on the FPC officially ex- 
pired on June 22, 1952. 


District of Columbia 


Ten Per Cent Transit Earning 


C. Girman, New York financial 

e expert, testified in rate hearings 
before the public utilities commission in 
Washington, D. C., that the Capital 
Transit Company should earn not less 
than 10 per cent on its investment to 
maintain its credit and financial integrity. 
In previous rate hearings involving the 
transit company, the commission has 
stated that a return of 6.5 per cent was 
not unreasonable. The company main- 


tains that it has never earned even this 
reasonable rate specified by the commis- 
sion, According to Gilman, the company 
has earned more than 5 per cent only once 
—last year—when earnings hit 5.7 per 
cent. 

The company seeks to eliminate a 
weekly pass, costing $2.10, and to set 
fares at 17 cents cash with six tokens for 
95 cents. It contends that fares have in- 
creased 52 per cent since 1939, while the 
consumer price index for Washington has 
jumped 85 per cent. 


* 
Idaho 


Power Company Seeks Increase 


HE Idaho Power Company has asked 

the state public utilities commission 
for an increase of approximately 11 per 
cent over rates now in effect. 

T. E. Roach, president of the company, 
said Idaho Power is serving at rates sub- 
stantially below the national average and 
that even with the adjustment farm serv- 
ice would still be 35 per cent below the 
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national average. He pointed to the 12 
voluntary rate reductions made by the 
company since 1934. 

Roach stated that his company’s taxes 
have increased by 230 per cent since 1940, 
wage rates by about 106 per cent, and 
the cost of materials by as much as 297 
per cent. Under such conditions, he added, 
it is impossible for electric rates to re- 
main at prewar levels. 

He expressed confidence that his com- 
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pariy’s customers would agree that “we 
have done a good job in holding the line 
this long by absorbing inflationary costs 


while at the same time meeting unusual 
demands and maintaining a satisfactory 
standard of service.” 


Massachusetts 


Utility Appeals Bill Defeated 


"Rat Massachusetts Senate has killed 
a bill to disallow the hearing of new 
evidence in appeals to the courts from de- 
cisions of the State Department of Pub- 
lic Utilities. The proposal was designed 
to curb the state supreme judicial court’s 
power to reverse decisions of the state 
commission in rate cases. It was the third 
time the Massachusetts legislature has 
refused to enact such legislation recom- 
mended by Governor Dever. 

In an advisory opinion to the Massa- 


chusetts House of Representatives this 
year, the state supreme judicial court 
ruled that the measure would be uncon- 
stitutional unless amended to provide for 
retention by the court of authority to ob- 
tain new evidence by remanding the case 
to the commission. The measure was 
amended in this manner before it was 
passed by the house and sent to the sen- 
ate. Proponents of the legislation had 
contended that utility companies, under 
present law, could obtain reversals of 
commission decisions by withholding 
facts and submitting them to the court. 


Missouri 


Expansion Figured in Rate Base 


UNIQUE decision handed down by 

the Missouri commission last May 
approved a rate increase asked by the 
Empire District Electric Company bas- 
ing return on the anticipated investment, 
expenses, and depreciation of the com- 
pany’s 3-year expansion program. 

In granting the company a $527,974 
increase, the commission found that, al- 
though existing rates would yield a return 
of 5.39 per cent on average rate base as 


of last September, the company’s $14,- 
000,000 expansion program should enable 
it to earn an average return approximat- 
ing 6.3 per cent over a reasonable period 
in the future. 

The commission estimated the average 
plant in service during the 3-year period, 
plus working capital, with credit balances 
for depreciation reserve and contribu- 
tions. It concluded from this that a re- 
turn of 6.5 per cent on past operations 
and 6.3 per cent on future operations was 
necessary. 


» 
New Hampshire 


State Fights Rate Boost 


“yor pay have been made by legal 
counsel for the state of New Hamp- 
shire and a group of Manchester indus- 
tries to appeal to the state supreme court 
the decision of the public utilities commis- 
sion granting the Public Service Com- 
pany of New Hampshire an increase of 
$1,344,750 in permanent electric rates. 
At the same time the high court may 
be asked to grant either an injunction 
against the Manchester power company— 
the state’s largest—to prohibit from col- 
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lecting revenue under its new rate sched- 
ule until legal proceedings are ended or 
to issue an order which would require the 
firm to rebate its customers, if the courts 
find the rates to be excessive. However, 
the commission denied a motion that the 
costs of an appeal be made a part of the 
case which leaves it to Governor Sher- 
man Adams and his executive council to 
provide the funds. The company had 
asked for a $1,600,000 hike in rates. The 
$1,344,750 boost granted by the commis- 
sion was made retroactive to last Novem- 
ber. 
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New 


Safety Provisions Probed 


HE public service commission of 

New York has launched a statewide 
probe of safety provisions used by utili- 
ties in the transmission of illuminating 
gas. The investigation stemmed from ex- 
plosions that rocked Brighton, a Roches- 
ter suburb, in September, 1951. The blasts 
took three lives and destroyed 44 homes. 
The commission summoned 44 gas com- 
—- to the first hearing in Albany, July 

3rd. 

Commission Chairman Feinberg said 
that the investigation was “no indication 
that immediate danger exists on the fa- 
cilities and systems of the companies pro- 
viding gas service.” According to the 
commission, a survey conducted by its 
engineers after the Brighton explosions 
showed that the construction, operation, 
and maintenance practices pertaining to 
safety measures, particularly between 


York 


high-pressure and low-pressure systems, 
varied throughout the states. 


Large Stock Issue 


HE New York Telephone Company 

has been authorized by the state pub- 
lic service commission to issue 1,400, 
shares of common stock with an aggre- 
gate par value of $140,000,000. The 
proceeds from the new securities will be 
used to discharge an equal amount bor- 
rowed by the company to further its con- 
struction program. The New York com- 
pany will sell the new securities to its 
parent, American Telephone and Tele- 
graph Company. 

According to testimony at hearings on 
the matter, the company installed more 
than 600,000 telephones between Oc- 
tober 1, 1950, and May 31, 1952, and as 
of June Ist there were still 79,000 ap- 
plicants waiting for installations. 
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Pennsylvania 


Bell Rate Increase Request 
Fought 
HE Pennsylvania Public Utilities 
Commission has been asked to dis- 
miss a proposed $31,706,600 annual rate 
increase of the Bell Telephone Com- 
pany of Pennsylvania if the company 
does not submit additional data. Pitts- 
burgh’s city solicitor requested the ac- 
tion after the company declined to pro- 
duce a 5-year cost study requested by 


the commission’s counsel last May. Bell 
submitted instead a study based on one- 
year cost figures. 

Pittsburgh’s solicitor called on the 
commission to order Bell to provide the 
5-year figures “or not be permitted to 
continue its case.” Bell’s attorney coun- 
tered that the job of providing the addi- 
tional data would be “a burdensome, 
time-consuming, and expensive task” 
that would not produce anything relative 
to the case. 


e 
Washington 


Utility Values at Record High 
HE value of privately owned public 
utilities in the state of Washington 

has been set at an all time high of $501,- 
815,230 by the state tax commission. 
The evaluation, made for 1952 tax pur- 
poses, was an increase of $23,771,790 
over the final values fixed by the board 
of equalization for 1951 assessments. 
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The largest boost increased the evalua- 
tion of Pacific Power & Light Company 
properties $9,400,000 to a new 1952 
total of $30,000,000. Most of the in- 
crease was due to the construction of a 
new dam. Second highest boost sent the 
evaluation of Pacific Telephone & Tele- 
graph Company up $8,000,000 to a new 
total of $106,500,000. 
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Progress of Regulation 


Increased Rates Not Permitted to Be Made Effective 
During Suspension Period 


HE United States Court of Appeals 

for the Fourth Circuit upheld the 
action of the Federal Power Commission 
in refusing to make increased gas rates 
effective during the period in which they 
had been suspended pursuant to § 4(e) 
of the Natural Gas Act. The commis- 
sion, it was pointed out, has no power to 
fix rates retroactively or to make repara- 
tion orders. 

The Hope Natural Gas Company, in 
September, 1949, filed a new schedule of 
rates, materially increasing charges to 
five of its six wholesale customers. On 
October 31, 1949, the commission sus- 
pended the rates for a 5-month period as 
allowed by § 4(e). At the end of that 
period the rates went into effect under 
bond to guarantee a refund if rates ulti- 
mately should be approved at a lower 
level. 

The commission finally disapproved 
the increased rates as filed but directed 
the filing of other rates permitting a 
smaller increase, making them effective 
as of April 1, 1950. The excess collect- 
ed under bond was ordered refunded. 

The company claimed that the rates 
should be made effective as of November 
1, 1949, or at least as to March, 1950, 
deliveries. The commission said this 
claim was contrary to the provisions of 
§ 4(e) that the operation of a proposed 
increased rate may be suspended for a 
5-month period pending hearings and 
decision, and the provision for collection 
of increased rates under bond at the end 
of the 5-month period. 

The court agreed with the commis- 
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sion, declaring that if the commission 
suspends a proposed new rate under 
§ 4(e) and enters upon a hearing, it can 
make only such orders with respect 
thereto “as would be proper in a pro- 
ceeding initiated after it had become ef- 
fective,” that is, a proceeding under 
§ 5(a). 

This section of the Natural Gas Act, 
the court noted, was taken bodily from 
the Interstate Commerce Act, and there- 
fore the settled construction by the In- 
terstate Commerce Commission should 
be followed under the rule that where 
provisions of one statute have been 
adopted by another, the interpretation 
which has been authoritatively placed 
upon the former applies also to the 
latter. 

The constitutional guaranty against 
the enforcement of confiscatory rates, the 
court held further, does not require that 
rates ultimately found to be reasonable 
shall be applied during a suspension pe- 
riod. 

A holding that certain rates may be 
allowed, said the court, does not mean 
that lower rates must be condemned as 
unreasonable and confiscatory, especial- 
ly where they are continued in preserva- 
tion of the status quo during a reason- 
able period of rate investigation. 

The question whether it would be rea- 
sonable to put such rates in effect dur- 
ing the suspension period was said to be 
a matter for Congress and not for the 
commission or the courts. Hope Nat. 
Gas Co. v. Federal Power Commission 
(CA4th) May 14, 1952. 
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Temporary Electric Rate Increase Resulting in Excess Profits 
Tax Denied Approval 


HE Maryland commission denied a 

gas and electric company’s applica- 

tion for a temporary electric rate increase 
pending investigation of a proposed 
permanent rate increase. It concluded 
that no emergency existed requiring the 
temporary increase. In order to grant 
temporary relief it must be found that 
existing rates failed to yield a reasonable 
return and that a hearing will require 
more than ninety days of elapsed time. 
If the proposed increase were granted, 

it would have the effect of requiring the 
company to pay an excess profits tax, 
practically all of which would be paid 
by the users of electricity. The commis- 
sion did not believe that the testimony 
warranted the granting of any temporary 
increase which would have this result. 
It observed, however, that in establish- 
ing permanent rates it might well be that 
in order to insure a reasonable return, 
users of all types of service would have 
to pay rates sufficient to include an ex- 
cess profits tax, if such a tax is applied 
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to earnings beginning at a point below 
what the commission might establish as 
reasonable. . 

The company did not seek a gas rate 
increase. The natural gas business was 
new, was in a transitional stage, and 
would require vigorous promotional ef- 
forts to develop the anticipated growth 
on which present rates were established. 
A gas rate increase at this time might 
impair or destroy that ability to compete 
and, therefore, jeopardize favorable de- 
velopment now in progress. 

The gas segment of the business was 
producing a substantially lower return 
than the electric segment. The commis- 
sion did not believe that in a temporary 
rate case it would be proper to require 
users of electricity to bear the full brunt 
of the increase when there was such a 
difference in rates of return which those 
two branches of the business were earn- 
ing. Re Consolidated Gas, E. L. & Power 
Co. Case No. 5217, Order No. 49235, 
June 10, 1952. 


Increased Taxes and Labor Costs Force Telephone 
Rate Increase 


TS North Carolina commission 
authorized a telephone rate increase 
to yield an annual return of 6.5 per cent. 
In doing so, the commission said that 
public interest requires that a utility be 
allowed sufficient earnings to keep it 
financially healthy, physically efficient, 
and forward looking in order that it may 
render adequate public service and con- 
tinue to expand that service. On the oth- 
er hand, the commission said, manage- 
ment and stockholders should appre- 
ciate the fact that a regulated utility 
rendering essential service under an ex- 
clusive franchise is not exposed to all 
the economic risks and hazards which 
ordinary private business must face at 
all times. 

Evidence indicated that the company 
did not earn a fair return in the past year. 
Revenues did not keep pace with invest- 
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ments and the return declined more 
rapidly following the last rate increase 
than had been anticipated by the com- 
mission. This was attributed to several 
factors, such as the increased cost of 
labor and materials and the considerable 
increase in Federal corporate income 
taxes. It was pointed out that the com- 
pany has made commendable progress in 
its improvement and expansion program 
and that these additional heavy expendi- 
tures have greatly increased the total 
investment. 

Although recognizing its obligation to 
fix rates which will produce a fair and 
reasonable return, the commission held 
that it has no duty to raise rates so as 
to produce additional revenue necessarily 
sufficient to maintain any particular 
fixed and certain common stock divi- 
dend, after paying increased operating 
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costs, higher taxes, and crediting some 
to surplus. If the approved rates should 
not produce net income sufficient to 
maintain present dividends as well as to 
bolster the surplus balance, it was rec- 
ommended that the annual dividend rate 
be reduced somewhat. 

The commission deducted from the 
rate base the portion of telephone plant 


under construction on which interest had 
been capitalized. It pointed out that if 
this amount remained in the total net in- 
vestment figure which was to be used as 
a rate base, the effect would be the allow- 
ance of a double return on that part of 
the property. Re Carolina Teleph. & 
Teleg. Co. Docket No. P-7, Sub 14, May 
14, 1952. 
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Competitor Not Receiving Notice of Application for Permit 
May Appeal from Commission Order 


a in the Michigan law that 
any party to a cause before the 
commission may appeal is not, according 
to the Michigan Supreme Court, to be 
so narrowly construed as to deny to a 
real party in interest the right to appeal 
from a commission order, granted upon 
an application and hearing of which such 
interested party had no statutory notice, 
merely because he was not present or 
represented at the hearing before the 
commission. The court said: 


To so hold would run contrary to 
the intent and purpose of the entire 
act, which carefully guarantees to in- 
terested parties the right to notice, to 
hearing, and to make objections, re- 
dress being afforded thereunder by 
way of appeal. If the appeal provisions 
of § 20 are exclusive, as defendant 


Hawkins contends, but unavailable to 
one who was not present or repre- 
sented before the commission, then, by 
the simple expediency of failing to give 
statutory notice, the rights of inter- 
ested parties, competing carriers, 
sought to be protected by the act, could 
be subverted. 


The court also held that competing 
carriers who did not have notice of the 
proceeding had a direct interest warrant- 
ing intervention and, moreover, that the 
right of judicial review could not be 
terminated or defeated by the death of 
one of them. This party’s widow, as ad- 
ministratrix of his estate, had been per- 
mitted to intervene in the lower court. 
Koss (Frank H. Cass Co.) v. Public 
Service Commission (1952) — Mich —, 
53 NW2d 491. 
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Commission Refuses to Adopt NARUC Charleston 
Plan for Telephone Separations 


HE Maine commission denied a 

telephone company a rate increase 
which would have increased its revenues 
by about $2,600,000. After modifying the 
company’s rate base and separations 
figures, the commission determined that 
the company was already earning a 6.5 
per cent return, which was considered 
adequate. 

The commission refused to consider 
current costs in its determination of fair 
value for the reason that such costs move 
up and down with a frequency which 
cannot be equaled by changes in rates. 


JULY 31, 1952 


The commission also observed that a cur- 
rent cost rate base presumes that the 
plant would be reproduced in terms of 
today’s dollars exactly as it was built 
over a period of many years. When the 
company contended that “something in 
excess of average net investment was 
being allowed the Bell system in other 
jurisdictions,” the commission reviewed 
the rate base findings in Bell cases in 
about fifteen jurisdictions. These cases 
indicated that, while Pennsylvania and 
New Mexico considered other matters, 
most of the state commissions limited 
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heir consideration to net investment. 

In making an allowance for working 
pital, the commission considered tax 
pcruals available to the company prior 
» their due date and deposits made by 
stomers in advance of their receiving 
ervice. 

The commission questioned the com- 
any’s method of determining the extent 
» which its plant is used for interstate 
ind for intrastate service, It indicated 
that the company should have considered 
ts business during the peak period of 
interstate use since its toll circuits were 
structed to handle service during 
cak demand. 

The commission considered at length 
he proper method of separating inter- 
ate and intrastate plant and expenses 
and discussed the NARUC Phoenix and 


Charleston plans, as well as the sub- 
scriber line usage method of separations. 

The Charleston plan, which is the 
most recent modification of the NARUC 
Separations Manual, was not adopted. 
The commission said : 


We are not satisfied from the evi- 
dence presented that we should adopt 
the Charleston plan as it is not pred- 
icated on plant or operation of plant 
such as obtains in this jurisdiction. 
We understand what the answer is so 
far as Maine is concerned by using 
the Charleston plan but its applicability 
is quite a different matter and we have 
had none of the basic data involved 
presented to us. 


Re New England Teleph. & Teleg. Co. 
F.C. No. 1370, May 19, 1952. 
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Federal Power Commission May Not Issue 


Retroactive 


Unitep States District Court dis- 
missed a natural gas company’s 
action against a pipeline company to re- 
cover damages because the pipeline com- 
pany refused to transport the company’s 
gas at a reasonable and nondiscrimina- 
tory rate. The action was brought after 
the Federal Power Commission had de- 
termined that the pipeline company’s 
rates were unjust, unreasonable, and dis- 
ciminatory. The natural gas company 
asked the court to take judicial notice 
that the rates declared to be unlawful 
would have been unlawful in the period 
prior to the commission decision and 
during which the losses occurred. 
The court held, in the first place, that 
the Federal Power Commission lacks 


Rate Orders 


power under the Natural Gas Act to 
make findings as to the reasonableness 
of past rates for transportation of natural 
as. 

, Its jurisdiction to fix rates is limited 
to those to be thereafter observed and 
in force. The court accepted the proposi- 
tion that the pipeline company’s rates on 
file were the lawful rates until changed 
by the commission. Consequently, it con- 
cluded that the natural gas company 
could not show damage. 

The action was held to have been 
barred by the statute of limitations also. 
The claimed losses occurred more than 
ten years prior to the bringing of this 
action. McClellan et al. v, Montana- 
Dakota Utilities Co. 104 F Supp 46. 
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Cities Similarly Situated Charged Same Natural Gas Rates 


| Ngpsese yng gas company was author- 
41 ized by the Kansas commission to 
increase rates in certain cities to the level 
ot rates of the other cities on the same 
transmission system by placing them on 
the system’s standard domestic rate. The 
tate concessions to the favored cities 
were considered discriminatory. 


Years ago the favored cities were sup- 
plied with gas exclusively from nearby 
local fields. These sources of supply were 
cheaper and more easily accessible. 
Transmission charges were much less 
than those under current conditions. 
Now, however, the local supply of gas 
to the nearby cities is insufficient. The 
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adjacent fields are old and either virtually 
exhausted or rapidly nearing the stage of 
depletion. 

The state commission concluded that 
with diminishing local production and 
higher costs, plus increasing transmis- 
sion expenses, the cities should not 
be permitted to remain in a more ad- 
vantageous position than other towns 
similarly situated. 

The company was also authorized to 
increase industrial rates. The commis- 
sion found that the old industrial rates 


were outmoded and designed for the day 
when the price of gas at the wellhead 
was considerably less than it is now. 
They were filed over twenty years ago. 
The commission believed that the old 
rates placed a burden on domestic con- 
sumers. It said that industry must pay 
its fair and proportionate share of the 
cost of industrial gas so that it will not 
be to the detriment and burden of the 
domestic users. Re Kansas Power & 
Light Co. Docket No. 42,829-U, April 
30, 1952. 


2 


Electric Company Allowed to Recover Loss on 
Appliance Sales 


HE New Hampshire commission 
disapproved an electric company’s 
proposed rate increase although it did 
recognize the need for additional reve- 
nues. It was satisfied that the company 
would realize a net return of 5.92 per 
cent by making effective the fuel clause 
in one of its suspended tariffs and raising 
the existing tariff to recapture the money 
lost annually by a corrective downward 
readjustment of the fuel surcharge. The 
company was authorized to submit a new 
tariff designed to effect these results. 
The commission took no issue with 
the company’s claim that it should be 
allowed to recover a loss resulting from 
its appliance sales and service activities. 
These activities were considered an es- 


SEC Has Jurisdiction over 
Subsidiary’s Stock 


T= United States Court of Appeals 
upheld the jurisdiction of the Se- 
curities and Exchange Commission over 
American Power & Light Company’s 
sale of a subsidiary’s common stock to 
public utility districts. The sale was pro- 
posed as a step to effectuate compliance 
with an order requiring dissolution of 
American Power & Light Company, a 
holding company. The court so ruled 
when it dismissed an appeal from the 
commission’s order for a hearing on the 
proposed sale. 
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sential part of the company’s promotion- 
al activity. The claimed loss was not 
deemed unreasonable in the light of the 
company’s experience in attracting new 
business. For the same reason, the com- 
mission allowed the company’s claim for 
appliance merchandise in the rate base. 
It refused, however, to allow merchan- 
dise accounts receivable as part of the 
rate base. 

The commission accepted the com- 
pany’s policy of selling appliances to em- 
ployees at a discount. But it said that 
the employees should pay all out-of- 
pocket costs, including all allocated han- 
dling charges. Re Exeter & Hampton 
Electric Company, D-R3164, Order No. 
6070, May 13, 1952. 


e 


Holding Company’s Sale of 
to Utility Districts 


The appealing parties claimed that the 
sale was exempt from commission juris- 
diction. In so asserting they relied upon 
§ 2(c) of the Holding Company Act, 
which provides that “no provision in this 
title shall apply” to public utility dis- 
tricts. The court did not believe that 
§ 2(c) could be made to carry so much 
weight. It said that, while the commis- 
sion could not regulate what the districts 
might buy, it did have statutory juris- 
diction to regulate what and how the 
holding company might sell. 
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The court observed that the Holding 
Company Act is replete with mandates 
to the commission that in respect to such 
a sale it shall issue such orders as it 
deems necessary or appropriate “in the 
public interest or for the protection of 
investors or consumers.” It said: 


Whether the proposed sale is “sus- 
ceptible of reasonably prompt con- 
summation” is a consideration of vital 
importance to the investors who have 
their money in the enterprise, and 
whose possible interest in the alterna- 
tive plan to distribute the stock should 
be a concern of the commission. The 
numerous problems posed by the no- 
tice relate to the interests of con- 
sumers in the areas served by Wash- 
ington. 


We cannot think that anything 
said in § 2(c) can have the effect of 
ousting the commission of its neces- 
sary consideration of these matters 
merely because American chooses to 
attempt a sale to a state agency. The 
suggestion that § 2(c) cannot be given 
less than the force contended for by 
petitioners without violating the Tenth 
Amendment, is too wanting in sub- 
stance to require discussion here. 


The commission’s order directing a 
hearing upon what it designated as a 
“declaration” with respect to the pro- 
posed sale was considered sufficiently 
final to warrant judicial review. Public 
Utility Dist. No. 1 et al. v. Securities 
and Exchange Commission, 195 F2d 
727. 


e 


Demand Charge Instead of Service Restriction Approved to 
Conserve Water for Refrigeration 


Tt Arkansas commission denied 


an application by a water company 

for authority to limit the use of water 
furnished for air-conditioning and re- 
frigeration units having a rated capacity 
of 5 tons or more. This proposal had 
been made to prevent the waste of water. 
It was apparent that an over-all saving 
to the user of air-conditioning and re- 
frigeration units could be realized by the 
installation of a cooling tower, and in 
view of the wasteful use of water in the 
absence of a cooling tower and the con- 
sequent overloading of facilities and sup- 
ply, it was deemed proper that this sea- 
sonal load should bear its proportionate 
share in supporting a fair return on plant 
and any future expansion of facilities 


necessitated by the increasing load. 

The most equitable way to accomplish 
this division of cost of service and to 
promote the conservation of water sup- 
ply, said the commission, was to consider 
the addition of a rider to the present 
water rate schedule setting a demand 
charge on all users of air-conditioning 
equipment of 3 tons or more capacity 
using water as the cooling medium with- 
out recirculating the water through a 
cooling tower. The water company was 
directed to file such a rider providing for 
a demand charge per ton/month basis 
covering the usage of water used in such 
installations without cooling towers. Re 
General Waterworks Corp. Docket No. 
U-732, June 11, 1952. 


e 


Other Important Rulings 


FEDERAL district court held that the 
provision of the Administrative 
Procedure Act requiring that decisions, 
including initial, recommended, or tenta- 
tive decisions, shall include a statement 
of findings and conclusions, as well as 
the reasons or basis therefor, on all the 
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material issues of fact, law, or discretion, 
applied to the Interstate Commerce Com- 
mission. Atlanta & S. A. Bay Railway 
Co. v. United States, 104 F Supp 193. 


The United States Court of Appeals 
held that a railroad tariff exception item, 
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entitled “Agricultural Implements and 
Other Articles,” which provided for a 
charge of 40 per cent of the first-class 
rate and which listed “Engines, Steam, 
or Internal Combustion, N. O. I. B. N.,” 
applied to shipments of aircraft, tank, 
and boat internal combustion engines not 
otherwise indexed by name; such en- 
gines being “other articles.” United 
States v. Missouri-Kansas-Texas R. Co. 
194 F2d 777. 


The Pennsylvania commission held 
that a water company was not required 
to extend service, at its own expense, to 
a farmhouse where construction of 195 
feet of service line would be required and 
would include tunneling or driving under 
a 30-foot highway, and where there was 
little likelihood of additional revenues re- 
sulting. Eisenhuth v. Mifflintown Water 
Co. Complaint Docket No. 15078, May 
26, 1952. 


The United States Court of Appeal; 
held that the fact the detention of rail 
road cars is the result of accumulation of 
cars so great as to exceed the unloading 
capacity of the consignee is not such an 
unusual condition as will justify relief 

the imposition of demurrage 
charges, Froehling Supply Co. v. United 
States, 194 F2d 637. 


The Wisconsin commission held that 
it is reasonable for a telephone company 
to establish a gross rate to apply to bills 
for exchange service not paid after a 
specified date. Re Kogonsa Independent 
Teleph. Co. 2-U-3742, April 1, 1952. 


The Wisconsin commission held that 
a dam, a transmission main, and a filter- 
ing plant used for stand-by purposes were 
properly included in a water company’s 
rate base. Re Peoples Water, Light & 
Power Co. 2-U-3762, June 16, 1952. 
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UNITED STATES SUPREME COURT 


Pennsylvania Water & Power Company 
et al. 


v 


Federal Power Commission et al. 


Nos. 428, 429 
342 US —, 96 L ed —. 72 S Ct 843 
May 26, 1952 


ERTIORARI to United States Court of Appeals for the District 
Cc of Columbia Circuit to review judgment approving rate 
reduction order of Federal Power Commission; affirmed. For 
Commission decision, see (1949) 8 FPC 1, 170, 82 PUR NS 
193, 286; and for lower court decision, see (1951) — US App 

DC —, 94 PUR NS post, p. —, 193 F2d 230. 


Rates, § 13 — Authority of Federal Power Commission — Licensee. 
1. The Federal Power Commission has authority to regulate rates of an 
electric company as a public utility under Part II of the Federal Power Act 
even though the company is a licensee under Part I of the act, p. 3. 


Interstate commerce, § 79 — Jurisdiction of Federal Power Commission — Rates 
of licensed company — Inability of states to agree. 

2. A power company licensed under the Federal Power Act is subject to 
rate regulation by the Federal Power Commission under Part I of the act 
when the states involved are unable to agree within the meaning of § 20 
of Part I of the act, p. 3. 

Interstate commerce, § 22 — What constitutes — Integrated electric system. 
3. Sales of the output of an integrated and co-ordinated interstate electric 
system are in interstate commerce, and therefore subject to Federal regu- 
lation under Part II of the Federal Power Act, when the operations of the 
unified system are completely interstate in character, notwithstanding the 
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fact that system energy transactions at some particular times may involve 
energy never crossing the state boundary by reason of the fact that the 
direction of energy flows crossing a state line are governed by the volume 
of river flow and needs of consumers in adjoining states, p. 4. 


Rates, § 652 — Order of Federal Power Commission — Effect of illegal contractual 


agreements. 


4. An order of the Federal Power Commission requiring a wholesale elec- 
tric company to reduce rates to a distributing company, although involving 
the continuance of service which has been supplied under intercompany 
contracts found to be illegal, is not subject to attack on the ground that the 
order and Commission findings are premised on the continuation of such 
contract, since the duty to continue co-ordinated operations springs from 
the Commission authority and not from the law of private contracts, p. 5. 


(Dovuctas and ReEep, JJ., dissent.) 


APPEARANCES: Wilkie Bushby, of 
New York city, argued the cause for 
petitioners, Pennsylvania Water & 
Power Co. et al.; William J. Grove, of 
Norristown, Pennsylvania, argued the 
cause for petitioner, Pennsylvania 
Public Utility Commission; Solicitor 
General Perlman, of Washington, D. 
C., argued the cause for respondent, 
Federal Power Commission; Alfred 
Ramsey, of Baltimore, Maryland, ar- 
gued the cause for respondent, Consoli- 
dated Gas Electric Light & Power Co. 
of Baltimore; Charles D. Harris, of 
Baltimore, Maryland, argued the cause 
for respondent, Public Service Com- 
mission of Maryland. 

Mr. Justice BLack delivered the 
opinion of the court: In 1944 the 
Maryland Public Service Commission, 
the mayor and council of the city of 
Baltimore, the Baltimore county com- 
missioners, and several private pur- 
chasers of electric power decided to ask 
the Federal Power Commission for 
help. They requested the Commission 
to investigate allegedly ‘excessive 


rates” the Pennsylvania Water & 
Power Company (Penn Water)! was 
charging Consolidated Gas Electric 
Light and Power Company of Balti- 
more (Consolidated). The Mary- 
land interests wanted the Federal Pow- 
er Commission to reduce these charges 
so that the state Commission could 
lower Consolidated’s rates to its Mary- 
land customers. The Federal Com- 
mission held many months of extensive 
hearings and found that Penn Water 
had charged its customers almost 
three times what it should have in 
1946. In this year it had a net oper- 
ating income of $3,477,408, as con- 
trasted with $1,300,672 which the 
Commission found would have been a 
fair return (54 per cent) on a fair 
rate base ($24,774,712), allowing 
Penn Water “about 8.64 per cent for 
common stock and surplus, which is 
adequate.’”* The Commission ordered 
Penn Water to file a new schedule of 
rates and charges to bring about the 
reductions required. 

In subsequent orders the Commis- 





1 Penn Water, as used in this opinion, refers 
to both Pennsylvania Water & Power Com- 
pany and its wholly owned affiliate, Susque- 
hanna Transmission Company of Maryland. 

2 There was evidence before the Commission 
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that from 1936 through 1945 Penn Water's 
dividends on its common stock had never been 
less than 25 per cent of the cash paid in on 
the stock. 
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sion denied Penn Water’s applications 
for rehearing, rejected as insufficient 
new rate schedules filed by Penn Wa- 
ter, and itself prescribed the rate sched- 
ules which Penn Water here seeks to 
avoid. On review the court of appeals 
gave full consideration to Penn Wa- 
ter’s multitudinous challenges and ap- 
proved the Commission’s action, one 
judge dissenting. (1951) — US App 
DC —, 94 PUR NS post, p. —, 193 
F2d 230. 

Most of the numerous questions pre- 
sented and decided by the Commission 
and the court of appeals are not pre- 
sented here by the petitions for certi- 
orari which we granted.* We are not 
called on to review the adequacy of 
the evidence to support the Commis- 
sion’s findings as to a fair rate base, a 
fair rate of return, or any other find- 
ings except in so far as our decision of 
several rather general questions pre- 
sented might indirectly undermine 
some of them. The questions we must 
decide are in general these: 

(1) Does the fact that Penn Water 
is a licensee under Part I of the Fed- 
eral Power Act,* and therefore sub- 
ject to regulation under that part, pre- 
clude its regulation under Part II of 
the act as a public utility engaged in 
interstate commerce ? 

(2) Assuming that Penn Water 
can be subjected to regulation under 
both parts of the act, were the Com- 
mission and the court of appeals cor- 
rect in holding that all of Penn Wa- 
ter’s sales at wholesale were “in inter- 
state commerce” within the meaning 
of Part II of the act? 


(3) Does the Commission’s rate 
reduction action compel the continu- 
ance of, or is it improperly based upon, 
contractual agreements between Penn 
Water and Consolidated which Penn 
Water cannot carry out without vio- 
lating the Federal antitrust laws or the 
laws of Pennsylvania forbidding sur- 
render by Pennsylvania corporations 
of their corporate independence? 


Z. 


[1,2] Although Penn Water is the 
type of “public utility” subject to reg- 
ulation under Part II of the act, it 
argues that since it is subject to regu- 
lation under Part I as a licensee, it 
cannot be regulated under Part II as 
a public utility. We cannot agree. 
With some express exceptions not 
here relevant, the language of Part II 
of the act makes all “public utilities” 
subject to the regulation it prescribes. 
No reason has been advanced which 
could possibly justify a judicial excep- 
tion to this statutory command. A 
major purpose of the whole act is to 
protect power consumers against ex- 
cessive prices. Part I leaves regula- 
tion to the states under some circum- 
stances. But, under § 20 of Part I 
the Federal government is to protect 
the consumer if a state regulatory body 
does not exist or the “states are unable 
to agree on the services to be 
rendered or on the rates or charges of 
payment therefor. .” Part II 
proceeds on the assumption that regu- 
lation of public utilities transmitting 
and selling power at wholesale in inter- 
state commerce is a matter which must 





- US 931, 96 L ed —, 72 S Ct ante, p. 


£41 Stat 1063, 49 Stat 838, 16 USCA, 
§ 79la et seq. 

5Section 20 of Part I provides that “the 
rates charged and the service rendered . 


shall be reasonable, nondiscriminatory, and 
just to the customer . . . .” Section 205 
(a) of Part II, 16 USCA § 824d (a), provides 
that “All rates and charges shall be 
just and reasonable 
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be accomplished by the Federal Gov- 
ernment. Part II therefore provides 
for a more expansive federal regula- 
tion than that authorized under Part 
I. It would hinder, not help, the 
Power Act’s program if we should im- 
pliedly exempt Part I licensees from 
the more expansive Part II regulation. 
It may be possible that some future 
cases will develop minor inconsisten- 
cies in the administration of the two 
parts. Today’s case, however, is not 
such a one. We hold that Penn Wa- 
ter is subject to regulation under Part 
II of the act. It is also subject to 
Part I regulation since the Commission 
found on substantial evidence, as the 
court below held, that the states were 
“unable to agree” within the meaning 
of § 20 of Part I of the act. 


II. 


[3] It is contended that some of 
Penn Water’s sales at wholesale were 


‘ 


not “in interestate commerce” and 
therefore were not subject to Federal 
regulation under Part II. This con- 
tention refers to sales made by Penn 
Water in Pennsylvania to Pennsyl- 
vania customers. These are alleged to 
constitute about 83 per cent of Penn 
Water’s total business. Because of the 
following circumstances we agree with 
the Commission and the court of ap- 
peals that these sales were “in inter- 
state commerce.” 

Penn Water and Safe Harbor Wa- 
ter Power Corporation (Safe Har- 
bor) have hydrogenerating plants on 
the Susquehanna river in Pennsylva- 
nia. Consolidated operates large 
steam-generating plants in Baltimore. 
The flow of the Susquehanna varies 
greatly even from day to day. During 
periods of low flow, Penn Water re- 
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ceives steam-generated energy from 
Baltimore in order to meet its power 
supply commitments. Conversely, 
during periods of high flow, Consoli- 
dated is able to receive the cheaper 
hydro-power from Penn Water and 
Safe Harbor. For many years Penn 
Water, Consolidated, and Safe Harbor 
have been operating under contracts 
for the co-ordinated sale and distri- 
bution of electric power in Maryland 
and Pennsylvania. A complete inte- 
gration and pooling of the power pro- 
ducing and transmitting facilities of 
the three companies was thus achieved. 
With reference to this co-ordinated 
system of production and distribu- 
tion, the Commission said : 

“The central fact disclosed by the 
record about Penn Water’s sales in 
Pennsylvania is that they are not sales 
of the output of Penn Water’s own 
plant, but sales of output of the inte- 
grated and co-ordinated interstate 
electric system of which Penn Water’s 
facilities are an integral part. 

“In this manner energy crossing 
the state boundary, with other system 
energy, is used to fulfill system require- 
ments. There result times when sys- 
tem energy generated in Pennsylvania 
is used, mixed or unmixed, in meet- 
ing system requirements in Maryland. 
Similarly, there are occasions when 
system energy from Maryland is used, 
mixed or unmixed, in meeting system 
requirements in Pennsylvania. Energy 
flows in, across, and out of the sys- 
tem transmission network as the needs 
of the interconnected members devel- 
op from minute to minute and day to 
day. 

“It is accordingly evident that the 
operations of the unified system enter- 
prise are completely interstate in char- 
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acter, notwithstanding the fact that 
system energy transactions at some 
particular times may involve energy 
never crossing the state boundary.” 8 
FPC 1, 12, 15, 82 PUR NS 193, 208, 
211. 

We hold that the Federal Power 
Commission has complete authority to 
to regulate all of this commingled 
power flow. The Commission’s pow- 
er does not vary with the rise and 
fall of the Susquehanna river. 


III. 


[4] Penn Water contends that the 
Commission’s orders improperly re- 
quire it to continue performing an ille- 
gal contract and that continued per- 
formance of this contract is the basis 
for some of the Commission’s findings. 
This contract allegedly requires Penn 
Water to subject the management of 
its business affairs to the domination 
of Consolidated and for this reason 
violates the Federal antitrust and cor- 
poration laws of Pennsylvania under 
which Penn Water is incorporated. 
In private litigation, the court of ap- 
peals for the fourth circuit has agreed 
with Penn Water that certain provi- 
sions of the contract are illegal for the 
reasons stated. Viewing these provi- 
sions as inseparable, that court held 
the entire contract unenforceable.” 

We need not now decide the ques- 
tion much argued here concerning 
what, if any, power the Commission 
has to rely on or to compel parties to 
carry out private contracts which 
would otherwise be illegal; the Com- 
mission has not attempted to exercise 


such power in this case. It is true 
that Penn Water must continue to do 
some of the things it used to do in 
compliance with the Penn Water-Con- 
solidated contract. For under the 
present schedules prescribed by the 
Commission’s order Penn Water 
must continue to buy, sell, and trans- 
mit power in the same co-ordinated 
manner in which it and Consolidated 
have been functioning for more than 
twenty years. But the Commission’s 
order, as construed by the Commis- 
sion, by the court of appeals and by 
us, neither expressly nor impliedly 
requires Penn Water to yield to any 
contractual terms subjecting it to the 
control of Consolidated. In the high- 
ly unlikely event that Penn Water’s 
managerial freedom is ever threatened 
by such an order, it will be time 
enough to consider its validity. To the 
extent that Penn Water is being con- 
trolled, it is by the Commission, act- 
ing under statutory authority, not 
by Consolidated, acting under the 
authority of private contract terms 
“legalized” by the Commission. 
The duty of Penn Water to con- 
tinue its co-ordinated operations with 
Consolidated springs from the Com- 
mission’s authority, not from the law 
of private contracts. 

Nor has the Commission premised 
any of its findings upon the assumed 
existence and continuation of this con- 
tract. Penn Water first made this 
contention to the Commission in seek- 
ing a rehearing of the Commission’s 
order directing a reduction in its rates. 
At that time the Commission fully re- 





8 See also Safe Harbor Water Power Corp. 
v. Federal Power Commission (1949) 84 
PUR NS 344, 179 F2d 179, affg (1946) 5 
FPC 221, 66 PUR NS 212. 

7 Pennsylvania Water & Power Co. v. Con- 


solidated Gas, E. L. & Power Co. (1950) 86 
PUR NS 33, 184 F2d 552. See also Consoli- 
dated Gas E. L. & Power Co. v. Pennsylvania 
Water & Power Co. (1952) 194 F2d 89. 
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examined its former opinion, findings, 
and orders, modified some and reaf- 
firmed and strengthened others, and 
expressly stated that the validity of its 
order was not dependent upon the le- 
gality of the contract. It said: “If 
there are questions as to legality of the 
foundation contracts which are in liti- 
gation, as respondents’ application for 
rehearing indicates, the validity of our 
order is not dependent upon the deci- 
sion of those questions.”’ 8 FPC 170, 
175, 82 PUR NS 286, 291. We agree 
with the court of appeals that neither 
the order nor the findings were prem- 
ised on the continuation of the Penn 
Water-Consolidated contract. 

The act gives the Commission ample 
statutory power to order Penn Water 
and Consolidated to continue their 
long-existing operational “practice” 
of integrating their power output. 
Section 206, 16 USCA § 824e, pro- 
vides that “Whenever the Commis- 
sion, aftera hearing . . . shall find 
that any rate . . . is unjust, un- 
reasonable . . . the Commission 
shall determine the just and reason- 
able rate, . . . practice, or contract 
to be thereafter observed and in force, 
and shall fix the same by order.” In 
ordering such “practice” continued, the 
Commission was furthering the ex- 
pressly declared policy of the act. 
Moreover, the Commission found here 
ready-made by prior contractual ar- 
rangements a regional co-ordination 
of power facilities of precisely the type 
which the Commission is authorized to 
require under § 202. Section 202(a), 
16 USCA § 824a(a), declares: 

“For the purpose of assuring an 
abundant supply of electric energy 
throughout the United States with 
the greatest possible economy and 
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with regard to the proper utilization 
and conservation of natural resources, 
the Commission is empowered and di- 
rected to divide the country into re- 
gional districts for the voluntary inter- 
connection and co-ordination of facil- 
ities for the generation, transmission, 
and sale of electric energy, “ 

The Commission was further dines. 
ed in that section to “promote and en- 
courage” such interconnection and 
co-ordination. Under certain circum- 
stances § 202(b) authorizes the Com- 
mission to compel interconnection and 
co-ordination in the public interest, and 
to “prescribe the terms and conditions 
of the arrangement to be made be- 
tween the persons affected by any such 
order, including the apportionment of 
cost between them and the compensa- 
tion or reimbursement reasonably due 
to any of them.” 


If Penn Water wishes to discon- 
tinue some or all of the services it has 
rendered for the past twenty years, 
the act, as the Commission pointed 
out, opens up a way provided Penn 
Water can prove that its wishes are 
consistent with the public interest. 
Shortly after Part II of the Power 
Act was passed in 1935, Penn Water, 
as required by § 205(c), filed with the 
Commission the contract here attacked 
and then designated by the Commis- 
sion as “Penn Water’s Federal Power 
Commission Rate Schedule No. 1.” 
Section 205(d) provides that “no 
change shall be made by any public 
utility in any such . . ._ service 

or contract relating thereto, 
except after thirty days’ notice to the 
Commission and to the public.” Here 
instead of following the procedure for 
changing existing services and prac- 
tices—a procedure which the Congress 
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has authorized and which the Commis- 
sion has supplemented by rules of its 
own, the company has rather tried 
to utilize a violation of the Sherman 
Act so as to nullify a rate-reduction 
order. 

Nothing whatever has been pre- 
sented by Penn Water to show that the 
end result of this rate reduction is un- 
just or unreasonable. Cf. Federal 
Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 603, 88 L ed 
333, 345, 51 PUR NS 193, 200, 64 
§ Ct 281. 

Affirmed. 


Mr. Justice Frankfurter, not having 
heard the argument, owing to illness, 
took no part in the disposition of these 
cases. 


Mr. Justice DoucLas, with whom 
Mr. Justice REED concurs, dissenting : 


There is more to these cases than 
meets the eye. On the surface they 
seem to be only an illustration of the 
exploitation of the public by a utility 
through the charging of excessive 
rates. But far greater issues lurk in 
the record. There is lawless conduct 
that overshadows the evils of extor- 
tionate rates. It is lawless conduct 
that violates the Sherman Act. It im- 
plicates not only the utilities but the 
regulatory agency as well. The desire 
to reduce excessive rates should not 
blind us to the greater evil. It is far 
better that one public utility win one 
more legal skirmish in its struggle 
against regulation, than that we aban- 
don legal standards and let the regu- 
latory agency run riot. 

We start here with the exploitation 
of the public through an unholy alli- 
ance between two public utility com- 


panies—Penn Water and Consolidat- 
ed. That alliance has been condemned 
by the court of appeals for the fourth 
circuit. See (1950) 86 PUR NS 33, 
184 F2d 552; (1952) 194 F2d 89. 
The alliance was illegal because it vio- 
lated the Sherman Act. It was an 
arrangement that permitted Penn Wa- 
ter to be operated as though it were a 
department of Consolidated. All com- 
petition between the two companies 
was destroyed, as evidenced by the 
fact that in 1948 Consolidated vetoed 
a steam electric generating plant to be 
built by Penn Water at Holtwood, 
Pennsylvania. What Penn Water 
may do, the revenues it receives, the 
costs it will incur are largely deter- 
mined by Consolidated under these il- 
legal contracts. 

The Commission in its opinion on 
rehearing said: “If there are ques- 
tions as to the legality of the founda- 
tion contracts which are in litigation, 
as respondents’ application for rehear- 
ing indicates, the validity of our order 
is not dependent upon the decision of 
those questions. In our opinion and 
order we took care to leave the con- 
tinuation of the operation of the inte- 
grated and interconnected system in 
full effect, merely changing the rates, 
. . .” 8 FPC 170, 175, 82 PUR 
NS 286, 291. (Italics added.) The 
Commission has accordingly approved 
the unholy alliance. It has allowed 
Consolidated to continue to manage 
Penn Water as though the latter were 
its alter ego. It is therefore disin- 
genuous for the Court to say that here- 
after Penn Water is subject to con- 
trol by the Commission, not by Con- 
solidated, and that the Commission did 
not premise any of its findings on the 
assumed existence and continuation 
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of the illegal contracts. No matter 
how vehement our denial, the truth is 
that the Commission has laced Penn 
Water to Consolidated under a man- 
agement contract that leaves Penn Wa- 
ter no initiative of private manage- 
ment. 

Of course the Commission has au- 
thority under § 202 of the Federal 
Power Act to promote and at times 
compel interconnection and co-ordina- 
tion of the facilities of public utility 
companies. But I know of no power 
in the Commission that authorizes it 
to place one company on the back of 
another company, to merge and con- 


solidate companies as it chooses, or to 
give the management of one company 
a veto power over the management of 
a competitor. Those are practices 
which the Sherman Act condemns, 
and which nothing in the Federal 
Power Act sanctions. 

These cases should be reversed and 
remanded to the Commission with di- 
rections that the Commission build its 
rate order on the powers that it has 
under the Federal Power Act, not on 
the unholy alliance that these utilities 
created and that the Commission has 
sought to perpetuate. 





1 The Commission entered its final order in 
the cases prior to the decision of the court of 
appeals in the Sherman Act litigation. The 
Commission opinion on rehearing was dated 


February 28, 1949, 82 PUR NS 286, while the 
first decision of the court of appeals was on 
_— 30, 1950, 86 PUR NS 33, 184 F2d 
552. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Brockton Gas Light Company et al. 


D.P.U. 9674 
February 25, 1952 


PPLICATION for approval of merger of two gas companies 
d \ and issuance of securities under the merger plan; granted. 


Security issues, § 105 — Dividend and interest requirements — Merger plan. 
1. Dividend and interest requirements of about 4.5 per cent on the net 
investment of a gas plant on securities to be issued by a gas company 
pursuant to a merger plan were considered consistent with the public 


interest, p. 11. 


Consolidation, merger, and sale, § 47 — Imposition of conditions — Freezing of 
surplus — Dividend restrictions. 

2. The Department, in authorizing the merger of two gas companies, re- 

quired that the surplus which had been invested in used and useful plant 

should be frozen, rather than treated as free surplus, and carried in Account 

324, Surplus Invested in Plant, so that it would not be available for declara- 


tion of dividends, p. 11. 


Consolidation, merger, and sale, § 22 — Effect on depreciation reserves. 
3. The merger of a gas company having a depreciation reserve of only 20.22 
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RE BROCKTON GAS LIGHT CO. 


per cent of its depreciable property with another gas company having a 
depreciation reserve of 47.84 per cent of its depreciable property was con- 
sidered financially beneficial, where the consolidation of the two balance 
sheets, before elimination of duplicating and unnecessary plant, reflected 
a depreciation reserve of 31.48 per cent of depreciable plant, an amount 
more nearly in line with realities and comparable to that accrued by other 


operating companies, p. 12. 


Consolidation, merger, and sale, § 19 — Basis for approval — Public interest — 


Service benefits. 


4. The merger of two gas companies was authorized as being in the public 
interest where the resultant company would be able to finance a conversion 
to natural gas, whereas the individual companies, before merger, were unable 
to do so; where the conversion would result in savings for consumers ; where 
the larger load of purchased gas resulting from the merger would enable the 
resultant company to control more advantageously its load factor and to 
develop the possible market for house heating in the area; where it would 
enable the merged company to handle peak shaving and emergency loads 
more efficiently ; and where, if one company were to purchase the assets 
of the other company in lieu of the merger, it would be required to sell new 
securities in the open market, entailing great expense, and would involve 
its stockholders in grave tax problems, p. 12. 


APPEARANCES: Gerald May, for 


Brockton Gas Light Company ; Walter 


G. Powers, for Taunton Gas Light 
Co.; W. A. Hill, for North Attleboro 
Gas Company; Jarvis Hunt, for cer- 
tain customers of North Attleboro Gas 
Company. 


By the DEPARTMENT: Brockton 
Gas Light Company and Taunton Gas 
Light Company filed with the Depart- 
ment on August 13, 1951, pursuant to 
the provisions of Chap 164 of the 
General Laws, as amended, a joint pe- 
tition for approval of the merger of the 
two companies in accordance with the 
terms of a written agreement filed with 
the petition. Approval is also request- 
ed by Brockton Gas Light Company 
to the issuance of 20,356 shares of 
$50 par value cumulative preferred 
stock or an aggregate par value of $1,- 
017,800, said preferred stock to be ex- 
changed for the outstanding capital 
stock of Taunton Gas Light Company, 
and to the issuance of its 3} per cent 


notes in the principal amount of $595,- 
000, due August 1, 1959, for the pur- 
pose of refunding a like amount of 
2? per cent Taunton notes due August 
1, 1957. Certified copies of the votes 
of the stockholders were filed with the 
petition in conformity with the Gen- 
eral Laws. After due notice, the De- 
partment held a public hearing on this 
petition on October 3, 1951. 

The Brockton Company served 29,- 
551 customers’ meters in the city of 
Brockton and nineteen surrounding 
towns on December 31, 1950, supplied 
in bulk the gas requirements of the 
Norwood Gas Company and Plym- 
outh Gas Light Company. As of 
the same date, the Taunton Company 
served 23,070 customers’ meters in the 
cities of Taunton and Attleboro and 
thirteen surrounding towns. The 
Taunton Company also supplies in 
bulk the gas requirements of the North 
Attleboro Gas Company and the mu- 
nicipal plant of the town of Middle- 
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boro. Brockton intends to perform the 
contracts for such bulk supply in place 
of Taunton, at least until natural gas 
becomes available, and such contracts 
will be enforced by the Department. 
See Gen Laws, Chap 164, $ 92A. The 
territories served by the Brockton and 
Taunton companies are adjacent to 
each other. 

At the Brockton stockholders’ meet- 
ing on the petition to merge, the hold- 
ers of 83.7 per cent of the outstanding 
stock voted for the merger, and at the 
meeting of the Taunton stockholders 
83.4 per cent voted for the merger with 
Brockton. No stockholders of either 
company voted against the merger. 

Taunton Gas Light Company re- 
ported a plant investment of $4,074.,- 
012 as of December 31, 1950, and a de- 
preciation reserve accrued thereon of 
$1,888,786. Outstanding capital 
stock consists of 14,540 shares of $50 
par value common stock, or an aggre- 
gate par value of $727,000. Pre- 
miums totaling $319,500 have been 
paid in on said stock. The surplus as 
of December 31, 1950, was reported at 
$643,859. 

Brockton Gas Light Company re- 
ports a plant investment of $5,582,779 
at December 31, 1950, with a de- 
preciation reserve accrued thereon of 
$1,130,186. Stock outstanding con- 
sists of 298,145 shares of $10 par val- 
ue common stock aggregating $2,981,- 
450 (D. P. U. 9632). The surplus 
account was reported at $695,262. 

It is proposed under the merger 
agreement that Brockton issue 20,356 
shares of $50 par value cumulative pre- 
ferred stock, with a dividend rate of 
$3.80 per annum, to be exchanged on 
the basis of 1.4 shares for each share 
of Taunton stock. In the event of 
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liquidation, the preferred stock is to 
have a liquidating value of $81.50 per 
share plus accumulated dividends, and 
in the event of call by Brockton, the 
preferred is to have a call price of 
$83 per share plus accumulated diy- 
idends, with Brockton retaining the 
right to call any part or all of said 
issue at any time. The preferred 
holders will be entitled to elect one- 
third of the members of Brockton’s 
board of directors in the event of de- 
fault in the payment of four dividends 
while the default continues. 

The capital stock, premium, and 
surplus of Taunton totaled $1,690,- 
358.89 as of December 31, 1950. The 
preferred stock which Brockton pro- 
poses to issue in exchange for the 
Taunton stock has an aggregate par 
value of $1,017,800, an aggregate 
liquidating value of $1,659,014, and 
an aggregate call value of $1,689,348. 
Thus the Brockton preferred stock, in 
the event of liquidation or call, would 
substantially represent the book value, 
i.e., the aggregate of the stock, pre- 
mium, and surplus accounts, of the 
Taunton common stock. The pro- 
posed dividend rate of $3.80 per share 
on the preferred stock would be equiv- 
alent to a return of approximately 4} 
per cent on such book value. 

Taunton Gas Light Company has 
outstanding $595,000 of 2 per cent 
notes due August 1, 1957, held by the 
Massachusetts Mutual Life Insurance 
Company (D. P. U. 7761). The loan 
agreement dated July 21, 1947, has 
a provision that Taunton cannot merge 
or consolidate with any other gas com- 
pany without the consent of the insur- 
ance company. An agreement dated 
July 27, 1951, has been entered into 
by Brockton with the insurance com- 
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RE BROCKTON GAS LIGHT CO. 


pany, under the terms of which the 
latter consents to the merger and 
agrees to the funding of the Taunton 
notes by an issue by Brockton of $595,- 
000 principal amount of notes, to be 
dated August 1, 1951, and to mature 
August 1, 1959, at an interest rate of 
3} per cent per annum. The agree- 
ment is substantially the same as the 
Taunton agreement except for the 
change from 2} per cent to 3} 
per cent in the interest rate and except 
that payments to be made by the Taun- 
ton Company under the original agree- 
ment on account of principal due Au- 
gust 1, 1951, and August 1, 1952, are 
under the terms of the new agreement, 
deferred until August 1, 1957, and 
August 1, 1958, respectively. It ap- 
pears that Massachusetts Mutual Life 
Insurance Company intends to acquire 
the Brockton notes for its own account 
and has no present intention of distrib- 
uting or reselling the notes. 


Section 96 of Chap 164 of the Gen- 
eral Laws, as amended, provides that 
a merger such as is here proposed may 
be accomplished, provided that “the 
Department, after notice and a public 
hearing, has determined that such pur- 
chase and sale or consolidation or 
merger, and the terms thereof, are con- 
sistent with the public interest.” (Em- 
phasis ours.) Section 14 of Chap 164, 
as definitively construed by the su- 
preme judicial court in Lowell Gas 
Light Co. v. Department of Public 
Utilities (1946) 319 Mass 46, 62 


| PUR NS 238, 64 NE2d 640, requires 


us to investigate not only whether the 
amount of securities to be issued is 
reasonably necessary but also whether 
the purpose for which the securities 
are to be issued is reasonably neces- 
sary. Accordingly, we must inquire 


11 


what the net effect would be of the 
approval of this proposal upon the 
public interest, both as to the terms of 
the proposed merger and as to the 
amount and purpose of the contem- 
plated new issue of Brockton secu- 
rities. 


[1, 2] The par value of the new 
Brockton preferred stock to be issued 
is substantially equivalent to the par 
value of the stock plus premium ac- 
count of the Taunton Company. The 
annual preferred stock dividend re- 
quirement of the Brockton Company 
after the issuance of the securities 
would total $77,352.80. Since 1939, 
Taunton has paid an 8 per cent annual 
dividend on par ($4 per share) or a 
total requirement for such common 
dividends of $58,160. This dividend 
on par and premium is at the rate of 
5.5 per cent. As hereinbefore shown, 
Taunton has a surplus account of over 
$640,000 which it appears has been 
invested in the gas plant to a large 
extent. We are aware of the fact that 
this surplus is the property of the 
stockholders (Fall River Gas Works 
Co. v. Gas & E. L. Comrs. [1913] 214 
Mass 529, 102 NE 475) and that 
when such surplus is invested in used 
and useful plant, the stockholders are 
entitled to have such plant considered 
in the rate base (Lowell Gas Co. v. 
Department of Public Utilities [1949] 
324 Mass 80, 78 PUR NS 506, 84 
NE2d 811; New England Teleph. & 
Teleg. Co. v. Department of Public 
Utilities [1951] 327 Mass 81, 88 
PUR NS 73, 97 NE2d 509). The net 
plant investment of the Taunton Com- 
pany approximates $2,200,000 and the 
total dividend and interest requirement 
on the securities to be issued by Brock- 
ton is less than $100,000 or about 4.5 
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per cent on the net investment. The 
over-all cost of the return on capital 
investment is not inconsistent with the 
public interest. The unusually high 
call premium of the proposed issue of 
preferred stock is such that it is in- 
conceivable that the preferred issue will 
ever be called and retired. The call 
price undoubtedly was set to protect the 
equity of the Taunton stockholder and 
the Department is of the opinion that 
the surplus of the Taunton Company 
at the date of the merger should not 
be considered as free surplus but 
should be frozen, and we are providing 
as a condition of approval of the merg- 
er that said surplus be carried in Ac- 
count 324, Surplus Invested in Plant, 
so that it will not be available for dec- 
laration of dividends. 

[3, 4] At the hearing it was tes- 
tified that certain advantages would 
result immediately from the consolida- 
tion and that estimated annual savings 
of $15,520 would result from elimi- 
nation of directors’ fees and certain of- 
ficers’ salaries, of duplication of audi- 
tors’ reports and insurance coverage, 
and in the reduction of inventories and 
the consolidation of accounting work. 
It was also estimated future additional 
savings would approximate $5,000. 
It was further testified that, if and 
when the companies converted to the 
use of natural gas, further savings 
would result through the use of one 
co-ordinator and one company’s purg- 
ing equipment. 

The Taunton Company has ben- 
efited over the years by conservative 
management. The advantages to be 
gained in its area by the merger are 
principally incident to the increased 
size of the merged company. The 
Brockton Company has not been so 
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fortunate. As of December 30, 1950, 
Brockton’s depreciation reserve repre- 
sented only 20.22 per cent of its de- 
preciable property, while Taunton had 
accrued a similar reserve of 47.84 per 
cent. The Brockton figure is com- 
paratively low, and has been the source 
of some concern to the Department for 
many years. On the other hand, the 
Taunton reserve is comparatively high. 
The consolidation of the two balance 
sheets, before elimination of duplicat- 
ing and unnecessary plant, shows a 
depreciation reserve of 31.48 per cent 
of depreciable plant, which seems more 
nearly in line with realities and is 
comparable to that accrued by other 
operating companies. In our opinion, 
the merged company will be in a strong 
financial position from this point of 
view. 


The Taunton Company took the 
position, before the Federal Power 
Commission and at the instant hear- 
ing, that it intended to avoid the costs 
of conversion to straight natural gas 
when and if it becomes available, and 
to mix manufactured gas with the 
natural gas at a lower BTU content. 
This course of action was proposed 
because Taunton felt itself unable to 
finance such conversion costs. After 
the proposed merger, the resultant 
company intends to convert the entire 
area to the high stu gas. The merged 
company will be able to finance such 
change without any trouble. It was 
estimated that such change would save 
the consumers of the Taunton area 
about $160,000 a year in costs of 
gas. It is expected that natural gas 
will be available to this area in the 
late summer of 1952. The larger load 
of purchased gas resulting from the 
contemplated merger will enable the 
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merged company to control more ad- 
vantageously its load factor and to 
develop the possible market for house 
heating in the Taunton area. The 
merger will also, through intercon- 
nection of existing and contemplated 
oil gas sets, enable the merged com- 
pany to handle peak shaving and emer- 
gency loads more efficiently. 

If Brockton were to purchase the 
assets of the Taunton Company at 
their net book value, it would be re- 
quired to pay $1,326,165 for the gas 
utility operating plant alone, as well as 
to assume $850,000 in debt. In order 
to raise funds with which to pur- 
chase this property, it would be re- 
quired to sell new securities on the 
open market. This would entail regis- 
tration of the new securities under the 
Securities Exchange Act, which in- 
volves a substantial and, in this case, 
inordinate expense of probably not less 
than $100,000. It would also involve 
the Taunton stockholders in grave tax 
problems, though we have little in- 
terest in the matter from that stand- 
point. 

The Department is of the opinion 
that the merger of Taunton Gas Light 
Company with Brockton Gas Light 
Company, under the terms of the 
agreement as filed, is consistent with 
the public interest. 

Accordingly, after notice, public 
hearing, investigation, and consider- 
ation, the Department hereby 

Determines: That the merger of 
the Taunton Gas Light Company with 
the Brockton Gas Light Company and 
the terms thereof as set forth in the 
merger agreement filed with the peti- 
tion are consistent with the public 
interest, and the Department hereby 

Votes: That the issuance by 


GAS LIGHT CO. 


Brockton Gas Light Company of 
20,356 shares of preferred stock hav- 
ing a par value of $50 per share, at an 
issue price at par as fixed by the direc- 
tors, is reasonably necessary for the 
purpose for which said issue of stock 
has been authorized and that the issue 
by Brockton Gas Light Company of 
$595,000 face amount of 34 per cent 
notes due August 1, 1959, is reason- 
ably necessary for the purpose for 
which said issue of notes has been au- 
thorized; and it is 


Ordered: That the department 
hereby approves and authorizes the 
issue by Brockton Gas Light Com- 
pany, in conformity with all the provi- 
sions of law relating thereto at an 
issue price at par of $50 per share, as 
fixed by the directors, of 20,356 
shares of cumulative preferred stock at 
a dividend rate of $3.80 per share with 
liquidating value, call price, and voting 
rights as provided under the terms of 
agreement as filed with the Depart- 
ment. The said shares are to be is- 
sued for the purpose of acquiring all 
of the capital stock of the Taunton Gas 
Light Company under the terms as set 
forth in said merger agreement, and 
to no other purpose ; and it is 


Further Ordered: That the Depart- 
ment hereby approves and authorizes 
the issue by Brockton Gas Light Com- 
pany of $595,000 principal amount of 
notes bearing interest at a rate not 
exceeding 3} per cent per annum, said 
notes to be dated August 1, 1951, and 
to mature not later than August 1, 
1959, to be payable as to principal 
at the rate of $35,000 on August Ist 
of each year, starting August 1, 1953, 
and the remaining balance of the prin- 
cipal to be paid August 1, 1959, said 
notes to be issued for the purpose of 
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refunding a like amount of notes of 
the Taunton Gas Light Company ma- 
turing August 1, 1957, and to no 
other purpose; and it is 

Further Ordered: That upon the 
effective date of the merger the Brock- 
ton Gas Light Company file with the 
Department a stipulation that the sur- 


plus account of the Taunton Gas Light 
Company in the amount stated on the 
effective date of the merger, but not 
less than $643,858.89, shall thereafter 
be carried in Account 324, Surplus In- 
vested in Plant, until further notice 
or order of the Department. 





KENTUCKY PUBLIC SERVICE COMMISSION 


Taylor County Rural Electric 


Cooperative Corporation 


Vv 


Kentucky Utilities Company 


Case No. 2268 
May 7, 1952 


CS by co-operative against electric company’s exten- 
sion of service into its territory; dismissed. 


Monopoly and competition, § 54.1 — Co-operative and electric company. 
1. The primary question before the Commission, in determining a complaint 
by a co-operative against invasion of its territory by an electric company, is 
what public convenience and necessity require and how the public interest 


will best be served, p. 15. 


Monopoly and competition, § 54.1 — Electric company and co-operative — Indus- 


trial customer. 


2. The fact that an industrial customer is located beyond city limits is not 
a controlling factor in determining a co-operative’s complaint against a serv- 
ice extension by an electric company which desires to continue to serve an 
industrial customer which has moved its plant a short distance outside city 


limits, p. 16. 


Monopoly and competition, § 54.1 — Electric company and co-operative — Service 


to rural community. 


3. A private electric utility should be allowed to extend its service in order 
to serve an industrial customer which has moved its plant beyond city limits, 
even though such extension would be into territory in which an electric 
co-operative is operating, since co-operatives are not organized primarily to 
compete with utility companies for industrial loads, p. 16. 
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Monopoly and competition, § 47 — Electric company and co-operative — Duplica- 
tion of facilities. 
4. No duplication of facilities results when an electric company extends its 
line to serve an industrial customer located beyond city limits where the 
co-operative serving the territory does not have facilities adequate to meet 
the anticipated needs of the customer, p. 18. 
Monopoly and competition, § 54.1 — Electric company and co-operative. 


5. One of the factors considered in denying a co-operative’s complaint against 
service by an electric company to an industrial customer outside city limits 
was the fact that if the co-operative served the industry, its ability to serve 
other nonmembers would be substantially exhausted, p. 18. 


Co-operatives — Purpose — Service to industries. 
Statement that even though the primary purpose of an electric co-operative 
is to serve rural and farming interests, such purpose does not preclude 
service to industrial or commercial customers, p. 16. 

Monopoly and competition, § 54.1 — Electric company and co-operative. 
Statement that it would be manifestly inequitable for the Commission to 
require private utility company to sell power to a co-operative at a prefer- 
ential rate and then permit the co-operative to compete with the company 
when the company is operating in the immediate vicinity of a proposed 
customer, p. 16. 

¥ 


its plant the Union Company deliber- 
ated between producing its own power 
and purchased power and finally, on 
April 19, 1951, it entered into a con- 
tract with Kentucky Utilities to sup- 
ply power at its new location. Subse- 
quent to the execution of the afore- 
mentioned contract Kentucky Utilities 
started the construction of an exten- 
sion of its line to a point on the Union 
Company’s plant site, a distance of 
some 1,200 feet from the city limits. 


By the CoMMISSION : 


[1] This is a complaint by the 
Taylor County Rural Electric Co- 


operative Corporation (hereinafter 
referred to as the ‘“co-operative’’) 
against the Kentucky Utilities Com- 
pany for allegedly extending its 
service into territory served by the 
co-op. The facts are these: The Un- 
ion Underwear Company (herein- 
after referred to as “Union Com- 
pany”) has for a number of years 


operated a manufacturing plant in the 
city of Campbellsville, Kentucky. Be- 
cause of increased operation, as well as 
various other factors, the Union Com- 
pany decided to move its operation 
from its present site within the city to 
a new building to be constructed just 
beyond the city limits of Campbells- 
ville. While the Union Company was 
operating in the city it purchased its 
electric power from Kentucky Utilities. 
After deciding to move the location of 


The co-op filed its complaint against 
Kentucky Utilities on May 15, 1951, 
to determine who was entitled to serve 
the Union Company. The primary 
question before this Commission is 
what does the public convenience and 
necessity require and how will public 
interests best be served. 

If the co-op is to be permitted to 
serve Union an examination of the 
Rural Electric Cooperative Corpora- 
tion Act, KRS 279, is fundamental. 
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KRS 279.020(2) sets forth the pur- 
pose for which a co-operative may in- 
corporate. It reads in part as follows: 

“To promote and encourage the 
fullest possible use of electric energy 
in this state by making electric energy 
available to persons in rural areas of 
the state at the lowest cost consistent 
with sound business methods and pru- 
dent management ae 

Of equal importance is the Federal 
Act which created the REA and pro- 
vided the funds which enabled the co- 
ops to construct and operate their 
facilities. The pertinent provision of 
the Federal Act in 49 Stat 1363, 7 
USCA § 902, reads in part as follows: 

“The Administrator is authorized 
and empowered to make loans in the 
several states and territories of the 
United States for rural electrification 
and the furnishing of electric energy to 


persons in rural areas who are not re- 
ceiving central station service, as here- 


9 


inafter provided ; 

Even the allocation of the funds 
among the states was to be made on 
the basis of the number of farms not 
then electrified, 94 Stat 1364(c), 7 
USCA §903(c). From the above- 
quoted provisions of applicable stat- 
utes it will be seen that the purpose of 
the enabling acts was to extend electric 
service to farms and other rural areas 
when service by private utilities was 
not available. The Commission has 
recognized the purpose of this legisla- 
tion and has co-operated to the fullest 
extent to make electric service avail- 
able to even the remotest areas of the 
state. An example of this is Admin- 
istrative Order No. 22 where the Com- 
mission ordered the private utilities in 
the state to make electric power avail- 
able to the co-operatives at a special 
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preferential rate. 
tinuing to do. 
[2] Even though the primary pur- 
pose of the co-operative is to serve 
rural and farming interests this does 
not preclude their service to industrial 
or commercial customers. In this case, 
however, an industrial customer is 
located within 1,200 feet of the city 
limits where a private utility is ren- 
dering service and that utility has ex- 
tended its lines to the property of the 
Union Company and now stands 
ready, willing, and able to provide the 
desired service. The fact that the Un- 
ion Company is located beyond the city 
limits is certainly not a controlling 
factor. It is common practice for in- 
dustries to select locations beyond 
corporate limits in order to take advan- 
tage of lower taxes and additional 
room for expansion if the need arises. 
The interests and activities of Union, 
and indeed their location, are—without 
question—urban in character. 


[3] We do not think it was the pur- 
pose of either the Congress or the 
general assembly of Kentucky to per- 
mit co-operatives with their favorable 
interest rates and tax advantages, to 
compete with private utilities under 
these circumstances. In this case the 
the sole source of power of the co-op 
is the Kentucky Utilities Company. 
It would be manifestly inequitable for 
this Commission to require the private 
utilities to sell power to the co-opera- 
tives at a preferential rate and then 
permit the co-operative to compete 
with the utility which provides its 
source of power, when the utility is 
operating in the immediate vicinity of 
the proposed customer. 

The question presented here is not 
a novel one. The same problem arose 
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very recently in Wyoming. In Re 
Rawlins Electric Co. (Wyo 1951) 91 
PUR NS 1, the Commission was 
faced with the request of a co-operative 
and a private utility for a certificate 
to serve the same territory. In decid- 
ing in favor of the private company 
the Commission said: “. In our 
opinion, a private electric utility 
should be allowed to extend its serv- 
ice into rural communities whenever 
it is economically feasible for it to do 
so, provided the public therein can be 
furnished with adequate service at rea- 
sonable rates. Such extensions con- 
serve public funds for allocation by the 
Rural Electrification Administration 
to co-operative electric utilities for 
their use in providing adequate elec- 
tric service for persons in rural areas 
who cannot obtain same from private 
utilities at reasonable rates.” (91 
PUR NS at p. 7.) 

The problem was before the neigh- 
boring Indiana Commission in Re In- 
diana Service Corp. (Ind 1943) 48 
PUR NS 185. In this case the Indi- 
ana Service Corporation sought a cer- 
tificate to serve an Army Air Field 
that had been built in territory served 
by the Allen-Wells County Rural 
Electric Membership Corporation. 
When Indiana applied for a certificate 
to build the line the co-operative pro- 
tested. The Commission overruled 
this protest and granted the certificate. 
In ruling as they did the Commission 
said in part: 

“Such protest is apparently based 
upon the idea that Allen-Wells R.E. 
M.C. not only has a right to enter into 
the business of serving large power 
loads, which become available under 
the war expansion activities of govern- 
ment and industry, but also that serv- 


[2] 


ice of such loads should not be per- 
mitted from any other source. In our 
opinion such position is unsound, and 
we desire to sound a warning note. 
We do not believe that the rendering 
of service of the character sought to 
be supplied by petitioner in this cause, 
or the incurring of financial obligations 
and risks necessarily attendant there- 
on, are within the scope of the activi- 
ties contemplated by the R.E.M.C. 
Act for co-operative organizations 
created thereunder. The plain pur- 
pose of the act is to make electric en- 
ergy available on a co-operative basis 
to the inhabitants of those rural areas 
of the state where electric distribution 
systems are not available from munici- 
pal or public utilities. Numerous pro- 
visions of the act, as, for example, pro- 
visions as to membership found in § 8 
(Burns’ 55-4408) (and those as to 
additional construction found in § 18) 
(Burns’ 55-4418) make it plain that 
the intended activities for corpora- 
tions created thereunder were not those 
of undertaking the risks of the heavy 
investment and obligations of provid- 
ing electric energy for large and too 
often greatly fluctuating loads of in- 
dustrial or other large power users, 
either private or governmental. Rath- 
er the purpose of the act was to pro- 
vide on a co-operative basis electric 
service for the farmers and related 
community business interests in terri- 
tory which had no electric service 
available. In providing such service, 
those co-operative organizations have 
done and are doing a splendid job. 
But it seems clear to us that the en- 
gaging by rural co-operatives in the 
business of providing the expensive 
facilities and the assurance of an ade- 
quate supply of the large amounts of 
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electric energy that are and will be 
required by wartime activities of in- 
dustrial plants, of huge government 
camps, air fields, depots, etc., would in 
general mean an overextension and 
assumption of risks not compatible 
with their base loads.” (48 PUR NS 
at p. 188.) 

To the same effect in Re Farr (Colo 
1946) 65 PUR NS 70 when a similar 
problem was presented. 

It seems apparent from the above- 
cited cases and statutes that RECC’s 
were not organized to compete with 
private utilities for industrial loads. 
Rather their activities are complemen- 
tary to the program of the private 
utilities in that they are given advan- 
tages which will permit them to serve 
areas where it is not economically 
feasible for private utilities to extend 
their lines. 

[4] There are other factors which 
should be taken into consideration in 
determining the question of what pub- 
lic convenience and necessity require. 
The record indicates that both the co- 
op and Kentucky Utilities will have to 
enlarge the capacity of their existing 
lines from a point near their respective 
substations. The Kentucky Utilities 
substation is 1.63 circuit miles from 
the Union plant site. The co-op sub- 
station is 2.2 circuit miles from the 
Union. In addition to enlarging the 
capacity of existing lines the record 
also shows that substantial modifica- 
tions and additions will have to be 
made to the co-op substation. Its 
present capacity is 1,500 kilovolt am- 
peres. If they were to serve the Union 
load and continue to meet the demands 
of their existing customers an addi- 
tional 500 kilovolt amperes of capacity 
would have to be added. 
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Since the record shows that the co- 
op facilities are not adequate to meet 
the anticipated needs of the Union 
plant there is no force to the conten- 
tion that Kentucky Utilities would be 
building duplicate facilities. This con- 
clusion is further supported by the 
fact that the co-op is rendering resi- 
dential service in this area and the 
needs of Union Company represents a 
different type of load calling for en- 
tirely different facilities. 

[5] The studies made of the pro- 
posed load of the Union plant show 
that it would require 600 kilowatts 
demand with an anticipated use of 
220,000 kilowatt hours per month. 
For the 4-month period from January 
through April, 1951, the entire co-op 
system had an average monthly de- 
mand of 2,359 kilowatts and a per 
month average use of 721,000 kilowatt 
hours. To add this substantial indus- 
trial load to the system would result 
in considerable risk since one-fourth of 
their entire demand and nearly one- 
third of their total system uses would 
be required by this one customer. 
Should the system be adjusted to car- 
ry such a load and then for any reason 
Union were to shut down, the effect on 
the co-op system and the individual 
subscriber would be very detrimental. 
Providing power to the Union Com- 
pany would further restrict the co-op 
since they are forbidden by statute 
from doing more than 25 per cent of 
their total business with nonmembers 
(KRS 279.120)(2). Union Com- 
pany is not a member and therefore 
service to them by the co-operative 
would substantially exhaust its ability 
to serve other nonmembers whose 
needs would be more in harmony 
with the scope and purpose of the 
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Rural Electric Program. Here, then, 
isa private utility that has entered into 
a contract to provide service to an in- 
dustrial customer and now stands 
ready, willing, and able to provide the 
desired service. The co-op, because 
it is providing residential service in 
adjoining territory, also seeks to serve. 
From the foregoing presentation we 
think it clear that public convenience 
and necessity require Kentucky Utili- 
ties to render the service. 

For the foregoing reasons the Com- 
mission is of the opinion and so 
finds : 

(1) That it is not the intent of 
KRS 279, the Rural Electric Co-op- 
erative Corporation Act, and 49 Stat 
1363, the Federal Rural Electrification 
Act, that RECC’s should be organized 


to compete for industrial power loads 
when a private utility is in the imme- 
diate vicinity and is ready, willing, and 
able to provide the desired service. 

(2) That public convenience and 
necessity requires that Kentucky Util- 
ities fulfil its contract with the Union 
Company and render the desired serv- 
ice. 
(3) That the construction of 
facilities by Kentucky Utilities to serve 
the company does not constitute a 
duplication of facilities already con- 
structed by the co-op. 

It is therefore ordered: 

(1) That Kentucky Utilities Com- 
pany be, and hereby is, authorized to 
provide electric power to the Union 
Company and the complaint be, and it 
is hereby, dismissed. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Worcester Street Railway Company 


D.P.U. 9836 
April 7, 1952 


NVESTIGATION as to propriety of rates and charges filed by a 
transit company; new fares approved. 


Return, § 28 — Transit — Stock marketability. 
1. Transit fares were found to be inadequate where the company’s earnings 
were below the 13.6 per cent average yield upon which most sales of transit 
company securities are based and where it did not appear that the company, 
with its present earnings, could sell additional stock at par, p. 21. 

Return, § 108.1 — Transit company operating ratio. 
2. A transit company’s operating ratio of 99.5 per cent, or 97.5 per cent if 
amortization credit were ignored, was not considered a safe margin between 
revenues and expenses, p. 22. 


Return, § 108.1 — Transit company operating ratio. 


3. New rates for a transit company which would provide the company with 
an operating ratio, after taxes, of about 97.4 per cent were considered fair 
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and reasonable in that they would not provide revenues more than adequate 
to keep the company in good operating condition, p. 22. 


Return, § 28 — Transit companies — Marketability of stock. 
Statement, in opinion on proper return allowance for a transit company, 
that securities of transit companies cannot be marketed on the same basis 


as those of other utilities, p. 22. 


APPEARANCES: James A. Crotty 
and James A. Crotty, Jr., for Worces- 
ter Street Railway Company. 


By the DEPARTMENT: Worcester 
Street Railway Company filed on De- 
cember 13, 1951, its M.D.P.U. No. 62 
containing new schedules of rates and 
charges covering all of its lines, stated 
therein to be effective January 13, 
1952. The application of the proposed 
tariff was suspended by order of the 
Department and an investigation or- 
dered as to the propriety thereof. A 
public hearing in connection there- 
with was held in Worcester on Janu- 
ary 7, 1952, which was continued and 
closed in Boston on February 7th. 
Due notice of the proposed changes 
was posted in the respondent’s busses 
and terminals. 

From 1921 to 1949, respondent 
operated under a flat 10-cent fare. 
Effective March 20, 1949, it was per- 
mitted to establish a neutral central 
zone and to charge 5 cents for trans- 
fers out of this zone, which was esti- 
mated to produce additional gross 
revenues of $255,000. This order was 
made after long and detailed study of 
respondent’s service and operating 
results (D.P.U. 8308, 79 PUR NS 
206). By the early part of 1950, it 
was evident that the rate relief afford- 
ed in 1949 was insufficient, and a com- 
plete revision of its schedules was 
proposed, involving basically the use 
of tokens at two for a quarter, in place 
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of the basic 10-cent fare theretofore 
in effect. Again, a thorough investi- 
gation of respondent’s fares and sery- 
ice was undertaken, resulting in an 
order permitting its proposals to take 
effect on August 13, 1950 (D.P.U. 
8945). In the meantime, in D.P.U. 
8709, D.P.U. 7672, 70 PUR NS 60, 
and D.P.U. 9438, the Department has 
investigated the service rendered by 
the respondent, on two of the three 
occasions in very great detail. Again, 
in D.P.U. 9560, its entire financial 
picture and history was reviewed on 
its application under the cost-of-service 
statute, G.L. Chap 161, §§ 115-128. 
It is safe to say that nowhere and at 
no time has any utility been so thor- 
oughly and carefully investigated so 
many times in so short a period. We 
have had adequate legal and technical 
assistance, and we do not believe that 
respondent has any operating data of 
any kind which remain to be explored. 

Respondent now proposes to do 
away with its tokens, establishing a 
15-cent basic zone fare within the city 
of Worcester, while retaining the 
present transfer charge, and to increase 
its suburban fares by 20 per cent. 
These changes are estimated to pro- 
duce $311,363 in additional revenue 
for the full year 1952. Since three 
months of this year have already 
elapsed, it is apparent that the results 
for the entire year will not be so favor- 
able as this. 
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RE WORCESTER STREET R. CO. 


During the year 1951, on the basis 
of eleven months’ actual and one 
month estimated, respondent states 
that it was carrying 25,753,980 pas- 
sngers for a total gross income of 
$3,203,291, or at an average fare of 
12.44 cents. The actual patronage for 
the year was 25,817,428. Since 1946, 
which was its peak year, it has seen 
its patronage decline from over 42,- 
000,000 passengers to the present level, 
a diminution of 39 per cent. It is now 
carrying about 119 per cent of its pre- 
war (1936-1940) passengers. It 
carried 33,235,083 passengers in 
1949 and 29,520,004 in 1950. Its 
percentage decrease in 1950 over 1949 
was 11.18 per cent, and in 1951 over 
1950, 12.61 per cent. This rate of 
decline is somewhat more rapid than 
the national average for comparable 
cities, though its curve in this respect 
takes the same general form as that of 
such other companies. 

For the nine months’ period ending 
September 30, 1951, it showed a loss 
of $12,500, as compared with a loss 
for the same period in 1950 of $107,- 
927. This diminution of loss was, of 
course, in large measure due to the 
rate increase hereinbefore described, 
together with a decrease of $104,275 
in operating expenses. For the entire 
year 1951, after year-end adjustments, 
respondent showed a loss of $12,229. 
This, however, was after charging the 
amount of $70,000 for amortization of 
abandoned facilities. If this is deduct- 
ed, such operations would show a 
profit of $57,771 for the year before 
taxes. It paid dividends aggregating 
$37,221 on its common stock in 1951, 
making a total of $288,029 distributed 
in this manner since the organization 
of the company in 1932. 


For the year 1952, respondent esti- 
mates that it will suffer a further loss 
of 10 per cent in riders. There is no 
reason to suppose that this result will 
not, in fact, follow. Its traffic for 
January, 1952, showed an actual de- 
crease of 10.51 per cent. The most it 
can hope to accomplish in reducing 
expenses by curtailing service to offset 
this decreased patronage is about 6 
per cent. From these figures, and ap- 
plying increased tax and other expens- 
es, respondent estimates that its oper- 
ations in 1952, if no relief is given in 
these proceedings, would result in a 
loss of $53,391. If we grant this appli- 
cation, it will realize a net profit for 
the year of $99,108 before interest 
but after taxes. Since the amortiza- 
tion payments are fully taxable, re- 
spondent would show a net for 1952 
of $169,108, if such expense is not 
considered. 

[1] Respondent’s balance sheet as 
of November 30, 1951, lists net car- 
rier operating property at $1,956,775. 
If this figure alone is used as a rate 
base, the return indicated would repre- 
sent about 5.06 per cent. The result- 
ant earnings of $89,508 available for 
dividends on common stock would 
indicate a return of about 4.14 per cent 
on these funds. If we use as a basis 
the capital investment determined in 
our order in D.P.U. 9560 of $1,487,- 
000, a net profit of $89,508 would 
represent a return of approximately 6 
per cent. If we are to apply the rules 
laid down in the Hope Natural Gas 
Case (1944) 320 US 591, 88 L ed 
333, 51 PUR NS 193, 64 S Ct 281, 
requiring us to provide a return upon 
outstanding equity securities adequate 
to attract new capital, these earnings 
would apparently be no more than 
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sufficient. It is clear that securities of 
transit companies cannot be marketed 
on the same basis as are other utility 
securities. Bus company common 
stocks commonly sell to yield over 9 
per cent, and at prices to show average 
earnings of 13.6 per cent. The earn- 
ings we have indicated do not approach 
these figures, and we are convinced 
that respondent could not sell addi- 
tional stock at par or anywhere near 
par with such earnings. 

[2,3] Respondent’s statement, be- 
fore year-end adjustments, for the 
year 1951 showed it to be operating 
at a ratio before income taxes of 99.5 
per cent. If the amortization credit is 
ignored, this figure would be about 
97.5 per cent. Neither of these ratios, 
in our opinion, represents a safe mar- 
gin between revenues and expenses. 
The estimated results for 1952 on 


present fares show a ratio, as we have 


indicated, of over 100 per cent. On 
the basis of the increased fares re- 
quested in these proceedings, respond- 
ent’s operating ratio before taxes 


would be about 92.2 per cent. After 
taxes, it would be about 97.4 per cent. 
If the amortization expense is ignored 
in this computation, the result would 
be a ratio of 90.4 per cent before in- 
come taxes and 95.3 per cent after such 
taxes. We cannot find that such 
operating ratios as are indicated as 
resulting from the rates sought to be 
charged in the present proceedings are 
unreasonably low or that they are 
more than adequate to keep respond- 
ent in good operating condition. 

For the foregoing reasons, after due 
notice, public hearing, investigation, 
and consideration, it is hereby 

Ordered: That M.D.P.U. No. 62 
filed by Worcester Street Railway 
Company on December 13, 1951, to 
become effective January 13, 1952, be 
approved and permitted to become 
effective at 12.01 a.m., April 20, 1952; 
and it is further 

Ordered: That the investigation in 
D.P.U. 9836 be and the same hereby 
is terminated and closed. 
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FEDERAL POWER COMMISSION 


Re Edward O. Boshell 


Docket No. ID-1107 
April 29, 1952 


PPLICATION pursuant to § 305(b) of the Federal Power Act 
A seeking authorization to .hold interlocking positions; 
granted. 


Intercorporate relations, § 13.1 — Interlocking positions — Electric and manu- 


facturing companies. 


Authorization was granted, pursuant to § 305(b) of the Federal Power Act, 
16 USCA § 825d(b), to a person holding the position of director and 
chairman of the executive committee of a power company to hold also the 
position of director in a manufacturing company which was a large supplier 
of electrical equipment to the power company where he was presently an 
officer of a holding company in the process of dissolution and in a position to 
dominate the power company board regardless of the action on the instant 
application, while in the case of the manufacturing company he would be but 
one of fourteen directors of recognized independence, substance, and stand- 
ing in the financial and industrial community. 


(BucHANAN, Chairman, dissents.) 


By the Commission: On Novem- 
ber 30, 1948, Edward O. Boshell, 15 
Broad street, New York 5, New York, 
by order of this Commission was au- 
thorized to hold the following posi- 
tions : 


Director 
Chairman of the Executive 
and Finance Committee Duquesne Light 


Company 


Louisville Gas and 
Electric Com- 
pany (Ky.) 


Director 


From information filed by Louis- 
ville Gas and Electric Company (Ky. ) 
it appears that since May 9, 1950, 
applicant no longer holds position of 
director of said company. 


On February 1, 1952, applicant filed 


a supplemental application pursuant to 
§ 305(b) of the Federal Power Act, 
16 USCA § 825d(b), for authority 
to hold the following positions: 


Director 
Chairman of the Executive 
Committee Duquesne Light 
Company 
Westinghouse 
Electric Corpo- 
ration 


Director 


The Commission having considered 
said supplemental application, upon 
the information therein contained, and 
other information in relation thereto 
furnished by the applicant, finds: 

Applicant has made due showing in 
the form and manner prescribed by 
this Commission that neither public 
nor private interests will be adversely 
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affected by his holding the following 
positions pending further order of the 
Commission in regard thereto: 


Director 
Chairman of the Executive 
Committee Duquesne Light 
Company 
Westinghouse 
Electric Corpo- 
ration 


Director 


We recognize the historical fact 
that Duquesne has for many years 
made large purchases from Westing- 
house, for manifestly sound business 
reasons and without Mr. Boshell or 
any other member of Duquesne’s 
board being a member of the board of 
Westinghouse. There is no reason to 


suppose that this policy will be de- 
parted from, so long as good busi- 
ness judgment dictates its continu- 


ance, whether or not the applicant 
here is given the authority sought and 
granted by this order. 

As a practical matter, furthermore, 
Mr. Boshell is now director and chair- 
man of the executive and finance com- 
mittee of Duquesne by virtue of his 
relationship to Standard Gas and 
Electric, a holding company solely 
within the jurisdiction of the Securi- 
ties and Exchange Commission and 
presently in the process of dissolution 
under the aegis of that Commission. 
As such he is admittedly in a position 
to dominate the Duquesne board, 
either directly or through nomina- 
tions, and will continue in that posi- 
tion, regardless of our action herein, 
at least until the process of dissolution 
under Securities and Exchange Com- 
mission supervision has been con- 
cluded. In the case of Westinghouse, 
however, he will be but one of four- 
teen directors of recognized independ- 
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ence, substance, and standing in the 
financial and industrial community. 

It is for these reasons that we fail 
to find any scintilla of reason for sup- 
posing that either public or private 
interests will be affected in any way— 
either adversely or otherwise—by 
granting him the authority here 
sought. Should any such possibility 
develop, however, the retention by the 
Commission of continuing control 
through the condition inserted in the 
order would afford a basis for ample 
protection to the public interest 
through withdrawal of the authoriza- 
tion herein granted. 

The Commission has reviewed facts 
developed in the record of the Aldred 
Case." In that instance, Aldred was 
the moving spirit in the formation 
and the dominating influence in the 
management of the so-called “Balti- 
more System,” consisting of Consoli- 
dated Gas Electric Light and Power 
Company of Baltimore, Pennsylvania 
Water and Power Company, and Safe 
Harbor Water Power Corporation. 
He also held the controlling interest 
in the firm of Aldred & Company, an 
investment banking partnership which 
for some twenty years had served as 
fiscal agent for those companies. 
This association had resulted in alli- 
ances and transactions closely border- 
ing upon a violation of fiduciary re- 
lationships. We see no parallel or 
analogy between the circumstances of 
the instant case and that demonstrated 
violation of proper standards of busi- 
ness ethics. 

The Commission orders: 

(A) Until further order of the 
Commission, said applicant is hereby 


1Re Aldred (1940) 2 FPC 247, 35 PUR 
NS 361. 
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authorized to hold the positions de- 
scribed in the above finding, subject 
to the provisions of Part 45 of the 
codification and reissuance of the 
Commission’s Rules effective Janu- 
ary 1, 1948, and to the specific reser- 
vation of the right of the Commission 
to require said applicant to make fur- 
ther showing that neither public nor 
private interest will be adversely af- 
fected by his holding said positions. 

(B) All orders heretofore made 
authorizing applicant to hold posi- 
tions pursuant to § 305 (b) of the 
Federal Power Act are hereby super- 
seded. 


BucHANAN, Chairman, dissenting : 
This applicant, now director and 
chairman of the executive and finance 
committee of Duquesne Light Com- 
pany, seeks authorization to hold an 
interlocking directorship in Westing- 
house Electric Corporation, which is 
the largest supplier of electrical equip- 
ment to Duquesne Light Company. 
(For the year 1950 Duquesne pur- 
chases from Westinghouse totaled 
over $4,260,000.) The sole record 
before us is the application and the 
oral unreported statement made by 
the applicant to the Commission, 
neither of which reveals any evidence 
to meet the showing required by § 305 
(b) of the Federal Power Act, 16 
USCA § 825d(b), to wit: “That 
neither public nor private  inter- 
terests will be adversely affected there- 
by.” On the contrary, the fact that 
the companies have in the past and 
propose to continue in the future to 
have large financial dealings with 
each other as buyer and seller places 
the applicant in the position where he 
must act on both sides of such trans- 
actions, with possible adverse effects 
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on Duquene’s rates and Westing- 
house’s competitors. 

The Commission in the Aldred 
Case (1940),' in which it had twenty 
applicants before it seeking to con- 
tinue to hold interlocking positions, 
took occasion to set out in its opinion 
the principles and standards which 
it would use to guide it in considering 
all applications in the future. In so 
doing it stated that among the prac- 
tices sought to be eliminated by § 305 
(b) was: “The lack of arm’s-length 
dealings between public utilities and 
organizations furnishing financial serv- 
ices or electrical equipment, “ 

I believe that principle should be 
applied here. I do not believe that it 
is a question of the independence, 
substance, or standing of the appli- 
cant in the financial and industrial 
world that is a test in these cases. 
Nor do I believe that anything person- 
ally derogatory is to be inferred from 
any withholding of such approval in 
and of itself. It is the system of in- 
terlocking directorates between public 
utilities and electrical equipment 
manufacturers which provides the 
test before us and against which Con- 
gress has inveighed. The presump- 
tion of § 305 (b) is that such a situ- 
ation is wrong and the act places the 
burden on the applicant, of showing 
that there will not be an adverse ef- 
fect and does not place a burden on 
the Commission of showing that there 
will be. The burden placed on the 
applicant is a heavy one. The pur- 
pose of the requirement was to avoid 
for the future the kinds of situations 
from which objectionable practices 
had frequently arisen in the past. 





o. Re Aldred, 2 FPC 247, 35 PUR NS 361, 
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On the basis of the record before ing which Congress requires us to 
us it is impossible for me to make the make before such positions are au- 
finding that neither public nor private thorized. For these reasons I dissent 
interests will be adversely affected by from the action taken. 
the holding of these positions, a find- 





ILLINOIS COMMERCE COMMISSION 
Vera Johnson 


Illinois Central Raileoad Company 


No. 39271 
May 14, 1952 


“yee charging railroad with discriminatory practices 
on intrastate passenger trains; railroad ordered to cease and 
desist segregation on the basis of race or color. 


Discrimination, § 206.1 — Railroad passenger segregation — Car-card loading 
system. 

1. The practice of a railroad of loading passengers on an unreserved coach 
train by a so-called “car-card” system, under which passengers are directed 
to specific trains by cards handed to them as they pass through the gate to 
the loading platform, was found to be discriminatory, notwithstanding the 
contention by the railroad that the system was merely an orderly means of 
loading a large number of passengers and distributing them in various 
sections of the train according to destination to facilitate their discharge, 
where it appeared that in practice the effect of the “car-card” system was 
to place Negro passengers in the same cars, regardless of destination, and 
sometimes to require them to stand in overcrowded cars and to deny them 
vacant seats in other cars which would have been available to them if they 
were white, p. 26. 

Discrimination, § 206 — Service — Equal facilities. 
2. Public utilities may not subject any person to prejudice or disadvantage 


but must furnish all persons with facilities in service without discrimination, 
p. 26. 


5 
By the Commission: ant), filed a verified complaint with 
[1, 2] On March 17, 1951, the the Commission charging the Illinois 


state’s Attorney of Cook. county, on Central Railroad Company (respond- 
behalf of Vera Johnson (complain- ent) with discriminatory practices on 
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JOHNSON v. ILLINOIS CENTRAL R. CO. 


one of its trains carrying passengers 
in intrastate service in Illinois and 
interstate service between points in 
Illinois and other states. Pursuant 
to leave of the Commission complain- 
ant filed an amended complaint on June 
15, 1951. 

Complainant alleges that she is a 
member of the Negro race; that, 
on July 1, 1950, complainant bought 
a ticket at the respondent’s Cen- 
tral station in Chicago which en- 
titled her to transportation § serv- 
ice in a coach car on _ certain 
trains operated by respondent, includ- 
ing a train sometimes called the “City 
of New Orleans,” which carries pas- 
sengers in both intrastate service in 
Illinois and in interstate service be- 
tween points in Illinois and in other 
states; and that as she went through 
the gate of the station to the loading 
platform, she was handed a card by 
an employee of respondent, on which 
was printed “Car 2 City of New Or- 
leans.” Complainant further alleges 
that said Car No. 2 was a coach lo- 
cated at the front end of the train a 
long distance from the point where she 
entered the passenger loading platform 
and was a car provided for the exclu- 
sive use of Negro passengers on a 
segregated basis; that between the 
point where complainant entered the 
passenger platform and Car No. 2 
were a number of coaches containing 
many empty seats ; that she was carry- 
ing her luggage which was very heavy ; 
that she was denied permission by the 
employees of respondent from entering 
any coach other than Car No. 2; that 
every seat in Car No. 2 was occupied 
at the time she reached it but she 
was nevertheless denied permission 
and physically prevented from riding 
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in another coach containing empty 
seats. 

Complainant further alleges that 
the segregation practiced by the re- 
spondent discriminated against com- 
plainant ; that said discrimination and 
segregation were entirely because of 
her race and color; and that such dis- 
crimination and segregation violated 
Federal and state laws. The com- 
plaint prays that the Commission en- 
ter “such order or orders as may be 
found necessary to enforce all laws 
and statutory provisions made for the 
administration of common carriers in 
the state of Illinois,” and that the 
complainant be given whatever other 
relief may be proper. 

On July 5, 1951, the Commission 
granted a petition to intervene filed by 
the Chicago branch of the National 
Association for the Advancement of 
Colored People. Evidence was taken 
at eight hearings conducted by a duly 
authorized examiner of the Commis- 
sion on various dates from June 29, 
1951, to February 13, 1952. The 
Commission heard oral argument on 
April 15, 1952, the date suggested and 
agreed to by the parties. 

During the course of the hearings 
respondent moved to dismiss the pro- 
ceedings for want of jurisdiction on 
the ground that the testimony was 
based on an interstate operation over 
which the Interstate Commerce Com- 
mission has jurisdiction. At the re- 
quest of counsel for respondent this 
motion was taken under advisement. 

The discrimination alleged in the 
complaint arises from respondent’s ap- 
plication of its so-called “car-card” 
system in loading passengers on the 
“City of New Orleans,” an all-coach 
train having no reserved seats, at re- 

94PURNS 





ILLINOIS COMMERCE COMMISSION 


spondent’s Central station in Chicago, 
Illinois, the northern terminus of the 
train. Under this practice passengers 
are assigned to specific cars by hand- 
ing to each passenger a card designat- 
ing a particular car as he passes 
through the gate to the loading plat- 
form. 

Respondent contends that the car- 
card system is aimed solely at the 
orderly and safe loading of the large 
number of passengers and that the as- 
signment of Negro passengers to 
coaches reserved for colored persons 
only is based on its study of the prefer- 
ences of its passengers; that none of 
these assignments is compulsory and 
that, after loading, all passengers are 
free to move to vacant seats in other 
cars if they choose to do so. 


Illinois Central’s assistant general 
passenger agent, Mr. E. L. Holmes, 
testified that the loading of the City 
of New Orleans was “supervised” be- 
cause it is a nonreserved, heavily 
loaded train; that the purpose of the 
car-card system is to assure courteous 
handling and proper location of long- 
and short-haul passengers, and to “fol- 
low the desires of passengers as ex- 
pressed to the Illinois Central’; and 
that intrastate passengers under this 
system are loaded in the center of the 
train. He further testified that the 
cards do not assign seats... “they 
are merely a suggestion as to where 
they will find accomodations.” He 
also stated that the Illinois Central at- 
tempted to seat racial groups together, 
but that it issued specific instructions 
that all members of the public are to 
be afforded equal rights to walk 
through the train and use all facilities 
on trains regardless of color. 

Other witnesses for Illinois Central 
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testified that, although colored persons 
may be “directed” to cars at the front 
end of the train and white persons “dj- 
rected” to cars at the rear end, em- 
ployees are not instructed by the Il- 
linois Central management to enforce 
a policy of segregation in any manner 
whatsoever. They also testified with 
respect to alleged instructions of the 
railroad’s management that all pas- 
sengers be treated alike regardless of 
race, creed, or color. Certain of these 
instructions purportedly are written. 
None was introduced in _ evidence. 
Several witnesses, including C. J. 
Fitzpatrick, general manager of the 
northern lines of Illinois Central, testi- 
fied that the loading of colored and 
white passengers at different ends of 
the City of New Orleans is dictated 
by the railroad’s experience that its 
passengers desired this division of 
color. Admittedly, the railroad has no 
letters or other written documents in 
its files to substantiate this experience. 
The general superintendent of dining 
service testified that he instructed din- 
ing car employees to seat passengers 
on a first-come, first-served basis, re- 
gardless of color. The record shows 
that the City of New Orleans carries 
a dining car and a_lunch-counter 
lounge; that the diner is placed near 
the rear of the train, and the lunch- 
counter lounge is located near the 
front; and that not all of the food and 
services available in the diner are 
available in the lunch-counter lounge. 


The general manager of the north- 
ern lines of Illinois Central also tes- 
tified that an orderly loading procedure 
does not require a system based on 
color lines; the important thing is to 
separate passengers according to des- 
tination. 
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The record shows that on July 1, 
1950, complainant boarded the City 
of New Orleans at Illinois Central’s 
Central station; that as she passed 
through the gate at the loading plat- 
form, her ticket for transportation to 
Canton, Mississippi, was punched and 
she was handed a card marked “Car 
2” which was located near the head 
of the train. She testified that she 
carried 3 pieces of luggage and as she 
walked down the loading platform, she 
passed some partially empty coaches 
and tried to board one but was told 
by the car porter that she could not 
get on, that these cars were for white 
people. She further testified that she 
went to Car 2 and entered it; that it 
was crowded and people were standing 
in the aisle; that she also stood in the 
aisle until the train started to move 
and then began walking back through 
the train looking for a seat; that she 
went through about six or seven cars 
occupied by colored people, all filled 
with people in the aisles; that she 
reached a coach occupied by white peo- 
ple in which there were 3 empty seats 
and sat down in one. She further tes- 
tified that by the time she sat down the 
porter came and told her she couldn’t 
sit there, that it was reserved for white 
people, and that he took her by the arm 
and took her and her luggage back to 
Car 2. She remained standing in Car 
2 until it reached Kankakee, Illinois, 
where some people in that car got off 
the train and she obtained a seat, but 
some other people remained stand- 
Ing. 


A colored Baptist minister testified 
that he traveled on the City of New 
Orleans the same day. He also board- 
ed the train at the IIlinois Central's 
Central station in Chicago, where the 


train was made up, and was given a 
card marked “Car 2” as he passed 
through the gate to the loading plat- 
form. He put the card in his pocket 
and went to Car No. 9. The conductor 
approached him and asked to see his 
number and he showed the conductor 
his railroad ticket. The porter attempt- 
ed to prevent him from entering the car 
but he boarded it. The porter then took 
his suitcase and told him to get out, but 
he sat down in the car. He also tes- 
tified that when he went into the ob- 
servation car the conductor asked him: 
“How long are you going to sit 
here?” 

Other colored witnesses testified 
that on other dates they traveled on 
the City of New Orleans from Chicago 
to Champaign, Illinois, to Carbondale, 
Illinois, and to Cairo, Illinois, and that 
on each of these occasions they were 
handed car cards assigning them to 
cars toward the head of the train oc- 
cupied exclusively by Negroes; that 
after entering the cars to which they 
were assigned they walked toward the 
rear of the train through other coaches 
filled exclusively with Negro passen- 
gers until they found seats in white 
cars and were told by porters on the 
coaches they belonged further up in 
the train. 

Section 38 of the Public Utilities 
Act (Ill Rev Stats 1951, Chap 111%) 
provides in part: 

“No public utility shall, as to rates 
or other charges, services, facilities or 
in any other respect, make or grant 
any preference or advantage to any 
corporation or person or subject any 
corporation or person to any prejudice 
or disadvantage Every public 
utility shall, upon reasonable notice, 
furnish to all persons who may apply 
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therefor, and be reasonably entitled 
thereto, suitable facilities and service 
without discrimination and without 
delay.” 

The Illinois Central contends that 
its policy is to treat all passengers 
alike, regardless of their race, and that 
the car-card system is used as an 
orderly means of loading of large num- 
bers of passengers and distributing 
them in various sections of the train 
according to destination to facilitate 
their discharge at their destination. 
The record clearly shows, however, 
that in practice the car-card sys- 
tem operates to segregate Negro pas- 
sengers boarding the train at Central 
station in Chicago in cars toward the 
head of the train solely because of their 
race .nd without regard to their des- 
ination. Negro passengers are segre- 
gated in such cars whether they are 
traveling to points within Illinois or to 
points beyond the state boundary. The 
record further shows that Negro pas- 
sengers are sometimes required to 
stand in overcrowded cars and are 
denied vacant seats in other cars which 
would be available to them if they were 
white. Such denials of vacant seats 
in white cars by the application of the 
car-card system subjects such passen- 
gers to a disadvantage or discrimina- 
tion. 

Since 1885, the Illinois Civil Rights 
Act (Ill Rev Stats 1951, Chap 38, 
§ 125) has provided that: 


“All persons within the jurisdiction 
of said state of Illinois shall be entitled 
to the full and equal enjoyment of the 
accommodation, advantages, facilities, 
and privileges of inns, restaurants, eat- 
ing houses, hotels, soda fountains, soft 
drink parlors, taverns, roadhouses, 
barber shops, department stores, cloth- 
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ing stores, hat stores, shoe stores, bath 
rooms, rest rooms, theaters, skating 
rinks, concerts, cafes, bicycle rinks, el- 
evators, ice cream parlors or rooms, 
railroads, omnibuses, busses, stages, 
aeroplanes, street cars, boats, funeral 
hearses, and public conveyances on 
land, water or air, and all other places 
of public accommodations and amuse- 
ment, subject only to the conditions 
and limitations established by laws and 
applicable alike to all citizens; . . .” 

The provisions of § 38 of the Pub- 
lic Utilities Act prohibiting public util- 
ities from subjecting any persons to 
any prejudice or disadvantage and re- 
quiring them to furnish all persons 
with facilities and service without dis- 
crimination must be construed in the 
light of the long-established policy of 
the state as expressed in the above 
section of the Civil Rights Act, partic- 
ularly since the Civil Rights Act is 
made applicable to railroads by its 
express terms. 

There is no danger of § 38 of the 
Public Utilities Act creating any bur- 
den on interstate commerce since the 
applicable Federal law (§ 3(1) of the 
Interstate Commerce Act, 49 USCA 
§3(1)), is the same as the IlIlinois 
law. 

Furthermore, the loading of passen- 
gers on the City of New Orleans at 
the Central station of the Illinois Cen- 
tral in the city of Chicago by the ap- 
plication of the car-card system to both 
intrastate and interstate passengers is 
a matter of local concern and subject 
to state regulations. 

As indicated above, Illinois Central 
contends that the assignments of pas- 
sengers by the car cards to specific cars 
are not compulsory and that after load- 
ing all passengers are free to move to 
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vacant seats in other cars if they engaged in the transportation of per- 


choose to do so. In the words of 
witness Holmes, the cards “are merely 
a suggestion as to where they will 
find accommodation.” This system is, 
at the least, misleading to both the 
passengers and to the crew. There is 
nothing on the cards given the passen- 
gers to indicate that they are merely 
suggestions and not assignments of 
space. Conductors of trains carrying 
passengers within the jurisdiction of 
this state are vested with police powers 
while on duty by “An act for the pro- 
tection of passengers on railroads and 
steamboats,” enacted by the general 
assembly in 1877. It is reasonable for 
passengers to assume that directions 
given them under the apparent author- 
ity of the conductor are required to be 
obeyed. The maintenance of proper 
order on trains necessary for the safe- 
ty of passengers requires that such 
orders be obeyed. The giving of di- 
rections to passengers on trains by 
those in apparent authority subject to 
other instructions by the railroad that 
they cannot or should not be enforced 
is an unsound practice and cannot be 
approved. 

The Commission having considered 
the evidence in the record and the ar- 
guments and briefs of counsel, and be- 
ing fully advised in the premises, is 
of the opinion and finds: 

(1) that the Commission has ju- 
risdiction of the parties to this proceed- 
ing and of the subject matter involved 
herein ; 

(2) that the recitals of fact here- 
inabove set forth are supported by evi- 
dence in the record and are hereby 
adopted as findings of fact ; 


(3) that the Illinois Central Rail- 
toad Company (respondent herein) is 


sons as a common carrier in the state 
of Illinois and is a public utility as 
defined in § 10.3 of the Public Util- 
ities Act ; 

(4) that the Illinois Central oper- 
ates an all-coach, nonreserved train 
known as the “City of New Orleans” 
which runs daily in both directions be- 
tween Chicago, Illinois, and New Or- 
leans, Louisiana, and has its northern 
terminus at the Central station of the 
Illinois Central in Chicago, Illinois; 

(5) that each passenger, as he pass- 
es through the gate at the Central sta- 
tion to the loading platform to board 
the City of New Orleans, is handed a 
card designating a particular car to 
which such passenger is assigned ; 

(6) that the alleged purpose of this 
car-card system is to provide for the 
orderly loading of cars and the dis- 
tribution of passengers according to 
their destination ; 

(7) that said car-card system is ap- 
plied in a manner to segregate Negro 
passengers in cars toward the head of 
the train without respect to their des- 
tination and without respect as to 
whether they are traveling to points 
within the state of Illinois or beyond 
the border of the state of Illinois; 


(8) that the application of said car- 
card system sometimes requires Negro 
passengers to stand in overcrowded 
cars when there are vacant seats 
available in other cars which would 
be available to them if they were 
white ; 

(9) that the application of said car- 
card system resulting in the assign- 
ment of Negro passengers to cars re- 
served for Negro passengers toward 
the head of the train makes it more 
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difficult for Negro passengers, as com- 
pared with white passengers, to use 
certain facilities such as the observa- 
tion car and the diner which are lo- 
cated at or near the rear end of the 
train; 

(10) that the application of the 
car-card system in the manner above 
set forth subjects Negro passengers to 
prejudice and disadvantage and dis- 
crimination with respect to service 
solely because of the race and color 
and is contrary to the provisions of 
§ 38 of the Illinois Public Utilities Act 
and the long-established policy of the 
state of Illinois as set forth in the Civil 
Rights Act; and 

(11) that the Illinois Central 
should be ordered to discontinue use 
of the car card in a manner which 
segregates passengers on the basis of 
race or color. 


It is therefore ordered by the Illinois 
Commerce Commission that the IIli- 


nois Central Railroad Company be, 
and it is hereby, directed to cease and 
desist from assigning passengers to 
specific cars in the state of Illinois in 
a manner which segregates passengers 
on the basis of race or color. 

It is further ordered that respondent 
be, and it is hereby, prohibited from 
using a car-card system in assigning 
passengers to designated cars in the 
state of Illinois in a manner which seg- 
regates passengers on the basis of the 
race or color of such passengers. 

It is further ordered that the Com- 
mission retain jurisdiction of the sub- 
ject matter and of the parties hereto 
for the purpose of entering any fur- 
ther order or orders as it may deem 
meet. 

It is further ordered that all undis- 
posed-of motions made by any of the 
parties hereto be, and they are hereby, 
disposed of consistent with the conclu- 
sions of the Commission herein. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Gas Industry Plans $5.6 Billion 
Expenditure in Next 5 Years 


f Pw NATION’sS gas distribution and pipeline 
industry will spend about $5.6 billion for 
construction of new facilities and expansion 
of plant in the five-year period extending 
from 1952 through 1956, the American Gas 
Association estimated recently. This compares 
with construction expenditures of $5.1 billion 
over the past five years, a previous high record 
in the gas industry. 

The natural gas branch of the industry ex- 
pects to spend $5,099,000,000 in its five-year 
expansion program, compared with $4,560,- 
000,000 spent in the 1947-1951 period. Expand- 
ed transmission facilities will cost an estimat- 
ed $3,075,000,000 in the next five years, with 
$415,000,000 allocated to production facilities 
and an additional $82,000,000 estimated for un- 
derground storage expansion. 

All other types of gas will account for about 
$500,000,000 in new construction in the next 
five years. Expanded distribution facilities 
will cost an estimated $302,000,000 and $150,- 
000,000 will go toward production and storage 
facilities. 

\ssociation reports that despite short- 

f essential pipe and other materials the 
cas industry expended a record $1,461,500,000 
in 1951 for construction of new facilities. This 
sum exceeds the previous pei uk established in 
1950 by $263,200,000, or 22.0 per cent. 
lications are that there will be a tem- 
v slackening of construction expenditures 

— because of continued allocation 
é rial difficulties. However, the esti- 
mated ones iditure of $1.17 billion in 1952 still 
represents the third greatest annual expendi- 
ture in gas industry history. A number of 
major pipelines were completed in 1951 and 
augmented capacity of the nation’s pipeline 
system in 1952 will be accomplished to a great- 
er extent than before, through installation of 
—— compressor, rather than pipe fa- 
cilities 

Current plans indicate that the record estab- 
lished in 1951 may be broken in 1953, when 
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estimated construction expenditures total $1,- 
681,000,000. This estimate reflects plans for 
major expansions of existing systems to be 
started in 1953, as well as one new pipeline 
from the Gulf Coast area to the Middle West 
and the initiation of a natural gas pipeline, 
either from Canada or the Southwest, to serve 
the Pacific Northwest. 

Substantial completion of such projects con- 
tributes to the sustained high level of antici- 
pated expenditures, estimated at $1,206,000,- 
000 in 1954. Expectations for the fourth and 
fifth years of the period reveal decreases, 
though prior estimates for the more remote 
years have consistently understated subsequent 
actual expenditures. 

The actual expenditures in 1951 and project- 
ed expenditures in 1952 are based on reports 
submitted to AGA by companies representing 
over 95 per cent of total revenues of the in- 
dustry. Forecasts beyond 1952 are the result 
of a special annual survey by the Association’s 
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please give detailed resume of 
experience, education, personal 
information, salary expected, 
etc. Replies will be held con- 


fidential. Box 731, Public Util- 
ities Fortnightly. 
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INDUSTRIAL PROGRESS—( Continued) 





ed by releasing 15 hand and electrically op- 
erated models for sale also by dealers to be 
selected by the company. 
Machines included in the program can be 
Bulletin Describes Chem-Rem sold “over the counter,” and can be applied to 
office problems without expert knowledge of 
A™=* product information bulletin describ- accounting systems. All machines will c: try 
ing Chem-Rem chemical resistant paint the Burroughs guarantee, and the compa: 1y’s 
is announced by Speco, Inc., Cleveland. service organization will provide maintenance 
The bulletin states that Chem-Rem is an service on the same basis as with products sold 
acid and alkali-resisting paint which can be through Burroughs branches. 
used on metal, wood or masonry surfaces, in- , ; 
doors or out. Applied by either Sameh os spray, Tuthill Offers Guide to 
it dries to a hard, glossy black finish. > 4 . . 
Chem-Rem’s chemical-resisting _ properties I ump Applications 
ire listed in the new bulletin, as well as appli- A™= type of reference chart on small 
cation and coverage data. Various uses for pump applications has just been develo me 
the paint are also described. by Tuthill Pump Company, Chicago. 
Write for Bulletin 51522 to Speco, Inc., 7308 In one convenient table this guide lists the 
Associate avenue, Cleveland 9, Ohio. various types of Tuthill pumps, the services 
for which each is built, the performance char- 
Burroughs Expands acteristics, types of packing, styles of mount- 
: ing, and features that distinguish each model. 
Marketing Program Copies of the chart are available on request 
Tuthi 9 Eact 05% 
| ne ge ApDDING MACHINE COMPANY re- Brag Faineg | ae 939 East 95th 
cently announced an expanded marketing 
program which will, for the first time, make . . 
its adding machines and cash registering ma- Public Service of No, Ill. to 
chines available through retail stores and local Continue Farm Show 
dealers in all parts of the United States and 
Canada. Heretofore, the company sold its 
products only through its own sales branches. 
Under the new program, distribution by direct 
company representatives has been supplement- (Continued on page 28) 


Bureau of Statistics, among a substantial num- 
ber of pipeline and large distribution com- 
panies. 


HE electric farm show of the Public Serv- 
ice Company of Northern Illinois, which 
has been a feature of northern Illinois county 





























The five Lincoln booklets on S.E.C. matters are supplied 
without cost. They are Federal Laws, Form S-1 
(registration statement), Regulation S-X (financial state- 
ments), Regulation C (registration procedure), Regulation 
X-14 (proxy rules). A request on your business stationery 
will bring these useful items to you promptly. 


L t Rs re] L we financial printers 


NEW YORK (6): 130 Cedar Street * WoOrth 4-3760 
CHICAGO (5): 732 Sherman Street * WAbash 2-400) 


—_ 


au 


# 


ROS 
Specialized service in all fi} eg a 
documents relating to ene 
corporate finance and 
stockholder and public relations. 
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Special problems are sure to arise in your business, demanding extra effort from 
your key executives. Added to their regular duties, this puts an undue strain on 
them—perhaps even lowers their efficiency. Yet, adding personne! to your permanent 
payroll can throw your staff off balance when the job is completed. 

A good way to handle these special problems—with dispatch, economy and efficiency 
—is to call in outside specialists. For almost fifty years, companies have called on 
EBASCO’s engineers, constructors and business consultants to help with such prob- 
lems. For them, EBasco has made business{studies, prepared financial programs, 
set up systems for production control and cost accounting, and performed many 
other valuable services. In design and construction, EBAsco has planned and built 
over a billion dollars worth of new plants all over the world. 

Services like these can mean more efficient operation of your firm. ..can relieve 
you and your other top executives of a myriad of details that might otherwise prove 
burdensome. In the long run, the savings you effect by calling in Esasco far out- 
weigh the reasonable cost. 

To find out how EBAsco can serve you, send for your free copy of ‘““The Inside Story 
of Outside Help.”” Address: Ebasco Services Incorporated, Dept. E, Two Rector 
Street, New York 6, N. Y. 


EBASCO SERVICES 


888° COMszy, INCORPORATED 
% 


4 
o° ‘ 
4: % New York + Chicago » Washington, D.C. 
. .) 
° ASeny: Appraisal - Budget - Business Studies - Consulting Engineering - Design & Construction - Financtal 
% industrial Relations - inspection & Expediting - Insurance, Pensions & Safety 


Car 
“288_cousd** Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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fairs for the 
at eleven 1952 


past five years, will be featured 
fairs this summer with a com- 
pletely new exhibit, it was announced recently. 

The new display, especially produced for 
county fairs, shows how electricity saves both 
dollars and work for the farmer and the farm 
wiie. 


EEI Offers Course in Appliance 
* p 4 
Sales Training 
an effort to assist the electric light and 
power companies and appliance — in 
achieving a greater degree of good salesman- 
ship among their sales personnel, the Sales 
Personnel and Training Committee of Edison 
Electric Institute has prepared a six-lesson 
appliance sales training course. 

Consisting of six 100-frame sound slide 
films, six trailer discussion films, six leaders 
guides and six manuals, the course describes 
not only basic selling principles but also shows 
the trainee, by use of typical selling situations, 
how to seek out prospects, answer objections, 
demonstrate and close the sale. 

Equally suitable for use by utilities, manu- 
facturers, distributors and dealers, the course 
requires am inimum of personnel for presenta- 
tion—a discussion leader being all that is 
ne eded. 

The course was prepared as a result of re- 
plies to a questionnaire sent to electric utility 
sales executives who indicated a need for ma- 
terials with which to train retail salesman for 
the incre: he difficult job of selling appli- 
ances. The executives agreed that the only 
solution to increasing consumer resistance was 
the return to good sound salesmanship. 

The Appliance Sales Training Course is 
available from Edison Electric Institute for 
$250 for the complete package. A 10 per cent 
additional charge is made to non-members of 
EEI. Additional sets of manuals for distribu- 
tion to each trainee are available for $4.50 per 
set of six. 


Northern Natural Gas to 
Spend $38,000,000 


ToRTHERN NaturaAt Gas Company of 

Omaha, Nebraska, plans to spend more 
than $38,000,000 on expanding its facilities. 
The company plans to increase its daily de- 
livery capacity to 825 million cubic feet from 
the present daily rate of 600 million. To do 
this the concern will expand its facilities in 
Texas, Oklahoma, Iowa, Kansas, Nebraska 
and Minnesota, 


Index of Honeywell Literature 
perme Index 100-A is an index of tech- 


nical literature available from Honey- 
well’s Industrial Division. It consists of both 
a numerical listing and alphabetical cross in- 
dex for specification sheets, instrumentation 
data sheets, catalogs and other literature. JIn- 
cluded in the alphabetical imdex, are articles 
from “Instrumentation,” the manufacturer’s 
quarterly publication. 


1952 


————__ 


Copies are available from Minneapolis- 
Honeywell Regulator Company, Station 40, 
Wayne and Windrim avenues, Philadelphia 44. 


PP&L Starts Construction of 
Martins Creek Station 
A 


a recent ceremony formalizing start of 

construction of Pennsylvania Power & 
Light Company’s big new Martins Creek 
power plant, members of the company’s board 
of directors visited the 483-acre site along the 
Delaware River. Contracts for the concrete 
and plant substructures were let several weeks 
ago. 

The big new plant, part of PP&L’s $288 
million postwar program, will be of the “out- 
door” type, a design new to the PP&L area. 
Ultimately to be part of the company system 
network grid, and in turn tied into the Penn- 
sylvania-New Jersey-Delaware-Maryland in- 
terconnection—it will be an important addi- 
tion to the power supply facilities of the east- 
ern Middle Atlantic States area. Plans call for 
completion and “in service” of this initial unit 
in 1954. 

The Martins Creek plant will have an initial 
generating capacity of 132,500 kilowatts in a 
single unit, the largest turbine-generator so far 
in the PP&L system. Ultimately the generat- 
ing capacity of this new plant, like the com- 
pany’s big new Sunbury power plant, may be 
many times that of the first unit. 








Public Utility 
Analyst 
WANTED 


Leading New York finan- 
cial institution has opening 
for junior public utility 
analyst. Experience 3 to 5 
years. Salary commensu- 
rate. Excellent opportunity 
for advancement. Reply in 
detail. Replies held in con- 
fidence. % 
Box 731-A 

Public Utilities Fortnightly 
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RKS RURAL ELECTRIC COOPERATIVE CORP. 
—— Fayetteville, Arkansas 


" USES THE FECE - 
Levey 
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This forward-looking organization. is ~~. lower radio maintenance costs 
nother one of the many Public Utilities : more consistent radio operation —__ 
pho enjoy the advantages of the LN There are L-N Alternator Systems rated’ at 
=» “50 amps. and 80 amps. for 6-volt systems; 
~ 60 to 150 amps. for 12-volt systems. . 
tf wherever current demands are nig She = Por, all. the-facts, writezrhe: Vente Newillee ee 
nS at Alternator System will RIVE: you: Company, Cleveland 14, Ohio. Automotive 
25 to 35 amperes with engine. idling Electric Equipment for Over 40) oT 
new freedom from’ battery. troubles ‘ » Distributors in principal. cities» , 
lennes betsy: life fs ge a . Service Stations Feernebere. 
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ALTERNATOR SYSTEMS ¢ GENERATORS « STARTING MOTORS 
[x Ce a REGULATORS ¢ SWITCHES « FRACTIONAL HP MOTORS 
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Twofold Benefits From The 


Analysts Journal 


/. Its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 

To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
e 
To Keep Investment Markets Abreast of Your Company 


ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 








The Analysts Journal 

20 Broad Street, Room #908 

New York 5, N. Y. 

Gentlemen: 

(1) Please enter my subscription for one year at the subscription rate of $4.00. 


(1 Please send me your advertising brochure. 
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BACKFILLS 
TAMPS 
LAYS PIPE 


Tops for water, gas, sewer, tele- 
phone and power lines — leak 
clamp openings — wesiaaied and 
airport drainage... 


LOOK AT THESE ADVANTAGES 


@ One-man operation — cuts labor 
cost, cuts need for air and hand 
tools. 


Fills — as it tamps — as it travels 
— 24 speeds in either direction. 
(Photo 1) 


Backfills from either side of trench 
—fast, clean and smooth. (Photos 
1 and 3) 


Tamps from side or straddling 
trench—delivers 380 foot-lb. blow 
45 times each minute. 


Lays pipe — pulls sheathing — sets 
valves — handles headache ball, 
etc. (Photo 2) 





More maneuverable—fewer traffic 
hazards—better public relations. 


For complete information on the CLEVELAND 
80 see your local distributor or write for this 
fully illustrated folder of facts and specifications. 


THE CLEVELAND TRENCHER CO. 
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NO ! 
mi Bion; PROCEEDINGS 
1951 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Valuation, The State Commission, and Section 19a—Telephone Toll Rates—Keeping 
the Public Better Informed Concerning the Duties and Activities of the State Regu- 
latory Commission—Utility Regulation Under Rising Cost Conditions—State Taxation 
of Motor Carriers of Property—Natural Gas Supply Problems—Accounts and Statis- 
tics—Engineering—Legislation—Resolutions adopted by the Association. 

Price —$10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Telephone Separations Manual 


Message Toll Telephone Rates and Disparities: 

This report of the NARUC-FCC Joint Toll Rate Subcommittee represents the results of 
a two-year study by the Subcommittee with the cooperative efforts of other able people 
who served as associates and contributors in the preparation of the volume. The report is 
in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 
presenting for the first time comprehensive factual data with respect to message toll tele- 
phone service, rates, costs, and disparities in rates. This report covers the subject from 
both the interstate and intrastate approach 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
(326 pages, paper bound) 

(1948) Letter Symbols for Mathematics of Depreciation 

(1948) Half Cycle Methods of Estimating Service Life 

(1950) Remaining Life Basis of Accounting for Depreciation 

Interpretations of Uniform System of Accounts for Electric Utilities— 

Cases Nos. 45-118 (1938-1951) 

Interpretations of Uniform System of Accounts for Gas Utilities— 

Cases 1-79 (1938-1951) 

Interpretations of Uniform System of Accounts for Water Utilities— 

Cases Nos. 1-64 (1938-1951) 


(When remittance accompanies order, we pay forwarding charges.) 
NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING, POST OFFICE BOX 684 WASHINGTON 4, D. C. 
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\D the service-utility body you need on 
h International Truck and’ you have a 
wrkshop on wheels. It’s engineered and 
bwered to go anywhere, any time, under 
y conditions. 


What’s more it will go economically 
dit will keep going that way for years. 
ma- fhe powerful valve-in-head engine takes 
and easy on gas and oil. Extra years of like- 
ition {mw operation are engineered into every 
ck. And you can take comfort and 
se of handling for granted. 


ping [§Get the story from your International 
egu- fMealer or Branch. You'll like it. 


“4 ERNATIONAL HARVESTER COMPANY + CHICAGO 
atis- 


H 


Workshop om wheels: 


Look for these International exclusives: 


@ Silver Diamond valve-in-head truck engines are rug- 
ged, packed with extra power. Engineered to save 
you plenty on operating and maintenance costs. 


@ The “roomiest, most comfortable cab on the road’”— 
the Comfo-Vision Cab designed by drivers for driv- 
ers. One-piece Sweepsight windshield. New green- 
tinted, non-glare safety glass available. 


@ Super-steering system— more positive control. Wider 
front axles make possible full 37° turning angle for ° 
greater maneuverability. 


@ 115 basic models . . . everything from ¥4-ton pickups 
to 70,000 Ib. GVW ratings. Chassis adaptable to a 
wide variety of body types. 


International Harvester Builds McCormick Farm Equipment and Farmall Tractors...Motor Trucks...Industrial Power...Refrigerators and Freezers 


$2.00 


Better roads mean a better America 


INTERNATIONAL “=> TRUCKS 


56.50 


” " 
aes . 
_ 2x tis bs gums 2 


“Standard of the Highway” 


- — International L-160 series. GVW rat- = 
"4: ¢ ings from 14,000 to 16,500 Ibs. Wheel- 
md bases 130, 142, 154, and 172 inches. 
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The ONLY Improvement Ever Made 
in Meter Reading! 


IBM Mark Sensing Makes the Meter 
Reader’s Job Easier 


Simply by making several short pencil 
marks on the face of this IBM Card, the 
meter reader is spared the trouble and in- 
convenience of having to subtract and 
make longhand erttries. 


No longer does the Ac- 
counting Department com- 


scription errors, because IBM electronic 
and electric machines take over where the 
meter reader leaves off—speeding the job 
from start to finish. 


This is just one of the many IBM con 
tributions to utility accounting. Write 
Dept. D for a copy of the 1952 edition 0 
IBM Customer Accounting for Utilities. 





Teaot mane 


plain about his arithmetic 
or the legibility of his hand- | | B M INTERNATIONAL BUSINESS MACHINES 
writing. And no longer is 590 Madison Ave., New York 22, N. Y. 


there a possibility of tran- 
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‘Satisfaction 
_ | all the way 
with Dodge! 


... says F. F. WASSER 


South Carolina Electric & Gas Co. 
Columbia, S. C. 


“We have been using Dodge trucks of 
all sizes, from 14-ton through 3-ton, for 
over 15 years. 


“I guess that speaks for itself. There’s 
been satisfaction all the way with 
Dodge! Maintenance cost is less than 
the average of other trucks we use!” 


Dodge ‘Job-Rated’’ trucks are serving 
many utility companies with the thor- 
ough satisfaction expressed by Mr. 
Wasser. They will save time and work 
_ [and money in your service, too. 

tronic 
re thegFor example, you get a money-saving 
ne job high-compression engine with 4-ring 
pistons, chrome-plated top rings and ex- 
en! haust valve seat inserts. You also get ex- 
W rite ceptional handling ease, braking safety, 





ion of 


_PODG 


i. Y. 


) 











cab comfort, and other advantages. 






What’s more, Dodge trucks offer g¥rol 
Fluid Drive—available on 14-, 34- and 
1-ton models—to give you smoother per- 
formance, save wear, lengthen truck life. 


Your friendly Dodge dealer will be 
happy to tell you more. 
9.4 


g@TRUCKS 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
Annval Subscription utility regulation. Five vol: 

Price umes a year—$7.50 each. 


F) $43.50 Annual Index—$6. 


P. U. R. 


PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 


PUBLIC UTILITIES 
Fortnightly 

A magazine of current opinion 

and news, conducted as an 


open forum and containing 
discussions of firing-line prob- 





lems; also summaries, anoly- $15 
ses and explanations of day- Twenty-Six 
to-day developments. Issues a Year 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 
tive encyclopedia of Public Service 
law and Regulation. A life-time 
Digest,; kept up-to-date by annvol 
supplements. 


$230 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 





$12.50 
Quarterly 








SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
once each month. 





$15 Quarterly 


FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 





FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 





$36 Annually 








Vol. 1 (SEC) and 
Supplemental Vol. A 


A complete annotation of the 
Public Utility Holding Com- 
pany Act, with the Commis- 
sion's rules and regulations, 
fully indexed. 





Price: $22 


FEDERAL UTILITY REGULATION ANNOTATED 





Vol. 2 (FPC) 


A P tati of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's cules and regulations, 
full index and periodical up- 
keep supplements. 





Prices $15.50 








P.U.R. 
Question Sheets 
Twenty-Six Issues Annually $10 





SSE 
—_—— 





Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
vtility regulation. 











Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, 14. 


MUNSEY BUILDING 


WASHINGTON 4, D. ¢. 





July 31, 1952fh july < 


ee IE 







“La 
The: 
desc 
men 
Com 
5,251 
kva 

volt: 
brea 
ratu 


The 
closi 
work 
will 
tions 
and 
genc 





188 








————_ 


-ES 
lity 


pics, 








1, 1952 july 31, 1952 








Public Utilities Fortnightly 





—— 


“Largest of its type in the world!” 
These are among the words used to 
describe the new high-capacity develop- 
ment laboratory of the General Electric 
Company. It is capable of delivering 
5,250,000 kva asymmetrical, 3,200,000 
kva symmetrical, 3 phase, at generator 
voltage, and of testing power circuit 
breakers and other switchgear appa- 
ratus at voltages up to 440,000 volts. 


The battery being used for tripping and 
closing the breakers in this development 
work is the Exide Manchex. The battery 
will also be used for oscillograph opera- 
tions and to supply indicating lamp loads 
and power for two 15-hp lube oil emer- 
gency pumps for the generators. 


60-cell FME-15 Exide-Manchex in battery room. 
Mounted on #37343 two-step Exide rack. 


(Left) Aerial view of test and control buildings and 
high-voltage yard of new G-E Switchgear Development 
Laboratory at Philadelphia. 


IN THE NEW G-E SWITCH GEAR DEVELOPMENT LABORATORY 


Exide-Manchex Batteries 








With Exide-Manchex Batteries on the 
job, you can always count on positive 
switchgear operation . . . instantaneous 
power . . . extra long battery life . . . low 
costs of operation, maintenance, depreci- 
ation. Exide is your best battery buy 
... at any price. 


Various sizes and types of Exide Batteries, 
up to 100 ampere-hours capacity, are 
available in plastic containers. 


THE ELECTRIC STORAGE BATTERY CoO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 


“Exide” and “Manchex" Reg. 7.M. U.S. Pat. Off. 


1888... DEPENDABLE BATTERIES FOR 64 YEARS...1952 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American AppraisaL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 


ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








AMERICAN CALIOUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 


10 E. 39th St., New York 17, N. Y. 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 


Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 

















Ford, Bacon & Davis 
varuarions IPngineers oonsrecrio" 


NEW YORK @ CHICAGO e@ LOS ANGELES 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 














GILBERT ASSOCIATES 


INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


FOUNDED 1906 
NEW YORK + READING + WASHINGTON + HOUSTON © PHILADELPHIA » ROME * MANILA + MEDELLIN 











W.C GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 


Transit and Traffic Surveys — Fare Studies 


55 Liberty Street New York 5 











JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO s Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing: Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 
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“B july 31, 1952 Public Utilities Fortnightly 
2 PROFESSIONAL DIRECTORY (continued) 
JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 
ieee,  § wires STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 


Yee uly jpian Coysounlion 


ce ONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS « INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 























William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
GAS A 


oan COST ANALYSIS nomainas 
for past 35 years 
Send for brochure: ‘''The Value of Cost Analysis to Management"’ 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














RATES TAXES 


me MIDDLE WEST one 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


Pioneer _— ~~ gaan Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS : ACCOUNTING, FINANCING, RATES, 
PURCHASING ; INSURANCE AND DEPRECIATION 








331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











Complete Services for Gas and Electric Utilities 
Outstonding ia i ai 
in the + Can i or ocd Ase se Pritchard 


Plants, Alterations, Expansions 


Industry DESIGN - ENGINEERING - CONSTRUCTION 
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tue RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA, 








SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 


Chicago 3, Iii. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 











REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
ALBRIGHT & FRIEL ING. EARL L. CARTER 
Consulting E Consulting Engineer 
Water, Sewage and teductriel Wastes Problems REGISTERED IN INDIANA, NEW YORK, OHIO, 
ety 9g yg Lam PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Industrial Buildings Publie Utility Valuations, Reports and 
City Planning, a and Rates Original Cost Studies 
121 SOUTH BROAD ST. PHILADELPHIA 7 910 Electric Building Indianapolis Ind. 























BoopyY-BENJAMIN ENGINEERS, CONSTRUCTION AND 


ASSOCIATES, Inc. MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Constru 


ction Supervision fon Been a moe: em me?) 


Economic and Trermegchnical Services and Report GAS ano SERVICE CO. 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 327 So. LaSalle St., Chicago 4, HL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 
HARRISBURG, PENNSYLVANIA 


1 1 Reports—A 





Original Cost and Depreciation Studies 
Rate Analysee—Iinsurance Surveys 


LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauie St., CHicaco 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AvENUB, CHICAGO 


LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


A. S. SCHULMAN ELEctRrIc Co. 
Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DistTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. A 
E. MONTFORD FUCIK CALVIN V. DAVIS 
dro-Electric — Projects 
Tri on Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON 8T. CHICAGO 6, ILL. 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 

















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 











Testing + Inspection * Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York * Philadelphia * Providence * Dallas 





LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses 
919 Eleventh Street, N.W., Washington 1, D. C. 
Telephone: National 7793 


WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


TILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 











LARAMORE AND DOUGLASS, INC. 
CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 
79 East Adams Street Calcago 3, Dlinois 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Muasey Building 
Washington 4, D. C 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready oa 
ence. Their products and services cover a wide range of utility needs. 


A 


*Abrams Aerial Survey Corporation 
Albright & Friel, inc., Engineers 
*Allen & Company 

American Appraisal Company, The 
American Caliqua Company 
Analysts Journal, The 

A-P Controls Corporation 


Babcock & Wilcox Company, The 
*Barber-Greene Company 
*Bituminous Coal Institute 

Black & Veatch, Consulting Engineers 
*Blaw-Knox Division of Blaw-Knox Co. 
*Bi & Company 

Boddy-Benjamin Associates, Inc. 
*Burroughs Adding Machine Co. 


Carter, Earl L., Consulti 
Cleveland Trencher _ 

*Cochrane C 

Columbia Gas eS Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Co. 


Day & Zimmermann, Inc., Engineers . . 
Dodge Division of Chrysler Corp. 
*Drexel & Company 


Ebasco Services, Incorporated 

Electric ante Battery Company, The 
Elliott Compa 

*Equitable Securities Corporation 


*First Boston Corporation 
Ford, on & Davis, Inc., Engineers 
*Foster-Wheeler Corporation 


G 


Gannett Fleming Corddry and Carpenter we -. 
*Gas ey liance ee Associatio 

General Electric Company . - Outside Back Cover, 13 
Gibbs & Hill, Inc., C 40 
Gibson, A. ¢., Company, 4 

Gilbert Associates, tees nag eeee0 

Gilman, W. C., & Company, 











*Glore, n & Co. 
Guaranty Trust Co. of New York 


Haberly, Francis Pa Consulti 

*Halsey, Stuart & Company, 

Hansell, * Sven B., Consulti neteury -_ 
Hartt, Jay Samuel, Consulting Engineer 
Harza Engineering Co. 

Hill, Cyrus G., Engineers 

Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company 


International Business Machines Corporation ... 
International Harvester Company, Inc. ..... 
Irving Trust Company 


Professional Directory 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 


ate. Peabody & Co. 

King, Dudley F. 

Gleneer Manufacturing Company, 

Knappen, Laurence S., Consulting , en jane 
*Koenig Iron Works 

Kuljian Corporation, 


*Lambert & Co. 
*Langley, W. c., & Co. 
Laramore and D 
Leece-Neville Co., The 

‘el, James, & Company, The 
Leffler, William S., Engineers Associated 
*Lehman Brothers 
Lincoln Engraving & Printing Corp. 
*Loftus, Peter F., Corporation 
Lougee, N. Cc E 
faode & Luick, _tagincers 
Lutz & May, 











*Main, Chas, T., Inc., Sugmeat 
Mercoid Corporation, 

*Merrill Lynch, Pierce, Peanee & Beane 
Middle West Service Co 


National Association of Railroad and Utilities 
Commissioners 
Newport News * shipbutiding & Dry Dock Co. 


Pate Pattee, Gee. coccccecccecees —_ Back Cus 
Pioneer Service & Engineering Compa 
Pritchard, J. F., & Co. 


Recording & a ge Corporation 
Remington Rand 

Robertson, H. iH ag 

Rust Engineering Company, The 


s 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co. ~~ 
Sloan, Cook k Lowe, Consulting ngineers 
*Smith, Barney & Co. 

Sor Printing Company, Inc. 

Southern Coal Company, Inc. 

*Sprague Meter Company, The 





*Tri-Line Company 


*Union Securities Corporation 
United States Testing Co., Inc. 


w 


Westcott & Mapes, Inc., Engineers 
*Westinghouse — Corporation 
White, G., ineeri Corporation, The ...- 
Whitman, } 3. it and Associates 
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medium sized 


oiler pl ants Reliability .. . Durability... 
Resistance to Corrosion-Erosion 
fo insure 


Highest Factor of Availability 
at All Times 


THE Dacitic — 


MULTI STAGE TYPE JBF - 


Capacities To — 1000 GPM ‘ 


| Dependable Performance and the 


Discharge Pressures To — 1000 psi 
Electric Motor Drive To 3600 RPM > 
Steam Turbine Drive To 5000 RPM > 


w Pocitic— 
STEAM TURBOPUMP - 


Capacities To— 500 GPM * 

Discharge Pressures to 1100 psi - 

STEAM To 900 psi Pressure — 850° F. TT * 
Exhaust Pressures To— 50 psi * 

Speeds To — 10,000 RPM . 


PACIFIC 


ae) P> > ‘ . 
ALCtHMON, HUNTINGTON PARK, CALIFORNIA 
PU M Pp Export Office: Chanin Bldg., 122 E. 42nd St., New York 
Offices in All Principal Cities 





HOW G-E EQUIPMENT SAVES YOU M) 
ON SERIES STREET-LIGHTING SYST! 


@ Get optimum lamp performance 
@ Save costly man-hours in servicing .. . 


WITH G-E CONSTANT-CURRENT TRANSFORMERS 


You reduce operating expenses with G-E Constant-current 
Transformers because they give exceptionally fine control of 
current from short circuit to full load... assuring maximum 
lamp life. They compensate instantly for even small changes 
in load or applied voltage, maintain low starting surge. 
They're easy to mount, even on poles with up to 5 degrees 
rake, and they're constructed for years of dependable, low- 
maintenance service. 


@ Protect your circuits 
Type RO, normal power factor outd 


a Reduce operating costs zee automatic current-regulating transform 
ratings 5 to 30 kw. Other G-E const 


WITH G-E CONSTANT-CURRENT CONTROL DEVICES — <x"rer! transformers: ROC, ov'doo, 


station-type, a 


A_ Type J-1 Protector — provides protection from hazards cooled, normal pf, 15 to 50 kw 


of open circuit conditions. 
B Fuse Cutout—for primary fault and surge protection. 


C Type P-1 Photoelectric Relay — low cost control auto- 
matically turns lighting circuits on at dusk, off at dawn. 


D Pellet Lightning Arrester — for protecting both primary 
and secondary sides of transformers. 


E Type E-1 Controller (not shown) — heavy-duty solenoid 
operated oil switch to control transformers. 


@ Cut installation time and expense... 
WITH G-E “PACKAGED” REGULATORS 


You reduce installation time and conserve pole space with 
G-F “packaged” Substation-type Constant-current Regula- 
tors (illustrated at right). Available in 15, 20. 25 and 30 kw 
ratings. these “packages” contain all protective and con- 
trolling elements for efficient. economical series street-light- 
ing operation where 120-v, 60-cycle control power is avail- 
able. They are factory assembled and can be put into service 
simply hy connecting power and control leads. Each com- 
ponent is readily accessible for servicing. 


For information on any of the above equipment, or on G-F. 


engineering service, write Section 152-131. General Electric 
Co.. Schenectady 5, New York. G-E Substation-Type Re ate 


GENERAL @@ ELECTRIC 


f. 





